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ABSTRACT 

This packet contains revisions of the f ol lowing 
sections of the "Understanding Taxes" teacher's resource kit: 
complete revisions of lessons 3 and 4; updated student handouts for 
lessons 2, 9, and 11; new glossary; and revised software user's 
guide. Lesson 3, 'From W~4 to 1040A, " is designed to acquaint 
students with the basic tax-related forms they are 1 ikely to 
encounter. Lesson objectives include the following: students should 
be able to: (1) discuss the use and importance of Forms W~4, W-2, 
1040EZ, and 1040A; (2) determine, when given sufficient information, 
whether an individual must file a return; (3) identify the specific 
tax return form that is most appropriate for each of a selection of 
taxpayers; and (4) define and use relevant concepts and terms in 
order to fill out Forms W-4, 1040EZ, and 1040A correctly and 
appropriately. The lesson includes 16 student handouts. Lesson 4, 
"State and Local Taxes," is designed to help students understand that 
state and local governments need revenues to provide goods and 
services for their residents. After participating in thy suggested 
activities, students should be able to identify the kinds of taxes 
most commonly collected by state and local governments and give 
examples of goods and services most commonly provided by state and 
local tax revenues. Two handouts are provided. The Software User's 
Guide describes the following: equipment needed, setup, starting up, 
parts of the program, and main menu activities. (KC) 
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DEPARTMENT OF THE TREASURY 
INTERNAL REVENUE SERVICE 
WASHINGTON, D.C. 20224 



ASSISTANT COMMISSIONER 
(TAXPAYER SERVICES) 



Dear Educator: 

Enclosed is the 1995 Annual Revision for the Understanding 
Taxes Teacher's Resource kit. We believe the Understanding Taxes 
Program materials will be a welcome addition to your teaching of 
U.S. history and the politics and economics of our nation's tax 
system and how to prepare basic tax forms. The materials are 
designed for use in a variety of classrooms: history, economics, 
math, consumer education, government, civics, business education 
and etc. 

The printed materials for Lesson 3: "Form W-4 to 1040A" 
contain the information needed to teach students how to prepare 
basic Forms W-4, 1040EZ and 1040A. The updated software and 
software user's guide walk students through the process of 
completing the tax forms. The software is compatible with IBM 
and Apple II computers. The software can be used along with 
Lesson 3 or it may be used as a stand alone program for self- 
tutorial purposes. If you do not have access to a computer, this 
will not interfere with teaching the program in your classroom. 
Please note that the forms contained in the update are marked 
"proof copy" as they may be subject to changes occurring later in 
the year. If changes do occur, this will not affect your 
teaching of the subject matter. 

Just a reminder for those who are on the mailing list, you 
will automatically receive the annual updates and instructions on 
incorporating the materials into the kit. 

Should you need any information or assistance with the 
Understanding Taxes High School Program, we would be pleased to 
hear from you. Just refer to the enclosed listing of addresses 
and telephone numbers for the IRS Taxpayer Education Coordinator 
nearest you. 

To help us better serve your needs and ensure that you 
receive the materials, please contact us if any of the following 
circumstances occur : 

1. Ay changes to your address. 

2. You received more than one Teacher's Resource Kit. 

3. You no longer wish to receive the kit. 

(Complete the appropriate box on the enclosed Understanding 
Taxes High School Program Order Form (FORM 1742) and mail it 
to the nearest IRS office shown on the enclosed list of 
addresses and telephone numbers) . 



3 



- 2 - 



Dear Educator, con't. 



The above information is important to us and we appreciate 
your taking the time to contact us. We wish you and your 
students a most successful school year. 




erely , 




wen Krauss 1 
Assistant Commissioner 
(Taxpayer Services) 



Enclosure (s) 



ERLC 
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How to Update Your Teacher's Resource Kit 



Please remove the old materials from your resource kit and insert 
the corresponding new materials: 

Lesson 2 : Taxpayer Rights & Responsibilities 
Student Handout 2 . 2 

Lesson 3 : Form W-4 to 1040A 

Instructor Book & Student Handouts 3.1 - 3.16 

Lesson 4 ; State and Local Taxes 

Instructor Book and Student Handouts 4.1 & 4.2 

Lesson 9 : Taxes Raise Revenue 
Student Handout 9 . 1 & 9 . 2 

Lesson 11: Taxes Influence Behavior 
Student Handout 11.2 

Software User's Guide 

Computer Diskettes 

Form. 1742 Understanding Taxes Order Form 

Only the materials listed above needed to be replaced. All 
other materials in your kit should be retained. 



Addresses and Telephone Numbers for 
IRS Taxpayer Education Coordinators 

Unless otherwise noted, telephone numbers are not toll free 
and will snvolve long distance charges to callers outside ot 
the local calling area. Contacts by mail should be made to 
the attention ol the "Taxpayer Education Coordinator." 



ALABAMA 

500 22nd St.. S.. Stop 117 
Birmingham. AL 35233 
(205) 731-0403 
Toll Free 1 (800) 829-1040 

ALASKA 

949 E. 36th Ave. 
Anchorage. AK 99508-4328 
(907) 271-6231 
Toll Free 1 (800) 829-1040 

ARIZONA 

210 E. Earll 

Stop 6610-PX 

Phoenix. AZ 85012-2623 

(602) 207-8618 

Toll Free 1 (800) 829-1040 

ARKANSAS 

700 West Capitol 
Stop 6030 

Little Rock. AR 72201 

(501) 324-5685 

Toll Free 1 (800) 829-1040 

CALIFORNIA 

Los Angeles 

300 N. Los Angeles St. 

Room 5202 , 

Los Angeles. CA 90012 

Los Angeles City Area 

(213) 894-4574 

Toll Free 1 (800) 829-1040 



San Francisco 

1301 Clay St.. Suite 1500S 

Oakland. CA 94612-5210 

(510) 637-2473 

Toll Free 1 (800) 829-1040 

Laguna Niguel 

Chet Holifield Fed. Bldg. 

PO. Box 30210 

Laauna Niguel 

CA~92607-0210 

(714) 643-4060 

Toll Free 1 (800) 829-1040 

Sacramento 

PO. Box 2900. StoD SA5650 

Sacramento. CA 95812 

(916)974-5088 

Toll Freel (800)829-1040 

San Jose 

PO. Box 100 

Stop HQ-6300 

San Jose. CA 951 13-2397 

(408) 291-7114 

Toll Free 1 (800) 829-1040 

COLORADO 

600 17th Street 

Stop 6610-DEN 

Denver. CO 80202-2490 

(303) 446-1660 

Toll Free 1 (800) 829-1040 

CONNECTICUT 

135 High Street. Stop 115 
Hartfo-d. CT 06103-1185 
(203) 240-4149 
Toll Free 1 (800) 829-1040 



DELAWARE 

844 N. King St 

Wilmington. DE 19801 

(302) 573-6270 

Toll Free 1 (800) 829-1040 

DISTRICT OF COLUMBIA 

31 Hopkins Plaza 

Room 61 5A 

Baltimore. MD 21201 

(410) 962-2222 

Toll Free 1 (800)829-1040 

FLORIDA 

Jacksonville 

400 W.Bay St.. Stop 6450 

Jacksonville. FL 32202-0045 

(904) 232-2514 

Toll Freel (800)829-1040 

Ft Lauderdale 

One N. University Dr. 

Stop 6030 

Building A. Room 270 

Ft. Lauderdale 

FL 33324-2019 

(305) 424-2439 

Toll Free 1 (800) 829-1040 

GEORGIA 

Peachtree Summit Bldg 

401 W. Peachtree St . N.W 

Room 526. Stop 902D 

Atlanta. GA 30365 

(404)331-3408 

Toll Free 1 (800) 829-1040 

HAWAII 

300 Ala Moana Btvd. #50089 
Honolulu. HI 96850-4992 
(808) 541-3329 
Toll Free 1 (800)829-1040 

IDAHO 

550 W Fort St..MSC 041 
Boise. ID 83724 
(208) 334-9153 
Toll Free 1 (800) 829-1040 



ILLINOIS 

Chicago 

P.O. Box 1132. DPN 7-5 

Chicago. IL 60604-1132 

(312) 886-4609 

Toll Free 1 (800) 829-1040 

Springfield 

PO. Box 19201. Stop 8 
Spnnalield.lL 62794-9201 
(217) $27-6366 
Toll Free 1 (800) 829-1040 

INDIANA 

PO. Box 44211 

Stop 60. Rm. 517 

Indianapolis, IN 46209 

(317) 226-6543 

Toll Free 1 (800) 829-1040 

IOWA 

210 Walnut St. 
Stop 30-2 

Des Moines. IA 50309-2109 

(515)284-4870 

Toll Free 1 (800) 829-1040 

Ext. 4870 

KANSAS 

271 W. 3rd St. 

Stop 6610-WIC 

Wichita. KS 67202 

(316) 352-7610 

Toll Free 1 (800) 829-1040 

KENTUCKY 

PO. Box 1216. Stop 531 
Louisville. KY 40201 
(502) 582-6259 
Toll Free 1 (800) 829-1040 

LOUISIANA 

Stop 21 

600 S. Maestri Place 

New Orleans. LA 70130 

(504)558-3011 

Toll Free 1 (800) 829-1040 

MAINE 

PO. Box 787. Stop 6601 
Augusta. ME 04332 
(207) 622-8328 
Toll Free 1 (800) 829-10*0 



MARYLAND 

31 Hopkins Plaza 

Room 61 5A 

Baltimore. MD 21201 

(410)962-2222 

Toll Free 1 (800) 829-1040 

MASSACHUSETTS 

JFK Federal Building 

PO. Box 9088 

Boston, MA 02203 

(617)424-5310 

Toll Freel (800)829-1040 

MICHIGAN 

PO. Box 330500, Stop 45 
Detroit, Ml 48232-6500 
(313) 226-3674 
Toll Free 1 (800) 829-1040 

MINNESOTA 

316 North Robert Street 
Stop 6500 

St. Paul, MN 55101-1474 

(612) 290-3320 

Toll Free 1 (800) 829-1040 

MISSISSIPPI 

100 W Capitol Street 
Rm. 101 A, Stop 30 
- Jackson, MS 39269 
(601)965-4142 
Toll Free 1 (800) 829-1040 

MISSOURI 

PO. Box 66784, Stop 612 
St. Louis, MO 63166 
(314) 539-3660 
Toll Free 1 (800) 829-1040 

MONTANA 

Federal Building, 301 S. Park 

Drawer 10016 

Helena, MT 59626-0016 

(406) 449-5375 

Toll Free 1 (800) 829-1040 



UNDERSTANDING TAXES 

High School Program Order Form 
Please complete this form only If you are: 

• ADDING new subscription, 

• CHANGING name/address. 

• REPLACING name/address, OR 

• DELETING subscription. 

Check the appropriate box: 

□ ADD _ My name and address to the Understanding 
Taxes High School Program subscription list. In doing 
so, I will receive the Teacher's Resource Kit and 
current and future revisions. (Complete Block*! .) 

□ ADD — My name and address to the subscription list 
for annual revisions, I have already received my 
Teacher's Resource Kit, at a convention, teacher s 
workshop or seminar. (Complete Blocks. ) 

J CHANGE— My name and/or address. (Complete 
Blocks*! and *2) 

□ REPLACE— The kit is being transferred to another 
teacher within the school. (Complete Blocks # 1 

and *2) 

j DELETE— My name and address from the 
subscription list. (Complete Block*2.) 



Block *1 for New Subscriptions: 



| Name 


1 

i 

1 




| School 


! 




j School Street Address (Do NOT give a PO Box) 




j City Sta * e 


Zip Code 




1 Telephone Numpe^ (Include area coae> 






Block *2 for Old Subscriptions: 






! Name 

i 




i 


I SchoO' 

i ■ 


| School Street Address (Do NOT give a PO Box) j 


i Oi, S,ate 


Zip Code 




1 Telephone Number (Include area codei | 



If you have any questions or need additional assistance 
with the Understanding Taxes program, just contact the near- 
est Taxpayer Education Coordinator on the attached listing. 



NEBRASKA 

106 South 15th. Stop 27 

Omaha. NE 68102-1676 

1402)221-3501 

Toll Free 1 (800) 829-1040 

NEVADA 

4750 W. Oakey Blvd. 
Las Vegas. NV 89102 
(702) 455-1029 
Toll Free 1 (800)829-1040 

NEW HAMPSHIRE 

80 Daniel Street 
Portsmouth, NH 03801 
(603) 433-0519 
Toll Free 1 (800)829-1040 

NEW JERSEY 

PO. Box 668 
Newark. NJ 07101 
(908) 417-4075 
Toll Free 1 (800)829-1040 

NEW MEXICO 

5338 Montgomery Blvd.. N.E. 

Stop 6610-ALB 

Albuquerque. NM 87102 

(505)766-2537 

Toll Free 1 (800) 829-1040 

NEW YORK 

Manhattan 

290 Broadway 

;<ew York. NY 10278 

(212) 264-3310 

BrooKlyn 

10 Metrotech Ctr. 

625 Fulton St. 

Brooklyn. NY 11201 

(718) 488-2908 

Albany 

Leo O Brie n Federal Bldg. 
Clinton & N. Pearl Sts. 
Room 421 

Albany. NY 12207-2378 

(518) 472-3636 

Buffalo 

P.O. Box 606 

Buffalo. NY 14225-0606 

(716)686-4777 

Toll Free 1 (800) 829-1040 



NORTH CAROLINA 

320 Federal Place. Rm. 120 
Greensooro. NC 27499 
(910) 378-2193 
Toll Free 1 (800) 829-1040 

NORTH DAKOTA 

PO. Box 2461 

Fargo. NO 58108-2461 

(701) 239-5105 

Toll Free 1 (800) 829-1040 

OHIO 

Cincinnati 

PO. Box 3459 

Cincinnati. OH 45273 

(513) 684-2828 

Toll Free 1 (800) 829-1040 

Cleveland 

P.O. Box 99184 

Cleveland. OH 44199 

(216) 522-3414 

Toll Free 1 (800) 829-1040 

OKLAHOMA 

55 N Robinson 

Stop 6610-OKC 

Oklahoma City. OK 73102 

(405) 297-4125 

Toll Freel (800)829-1040 

OREGON 

PO. Box 2709 
Portland. OR 97208 
(503) 326-6565 
Toll Free 1 (800) 829-1040 

PENNSYLVANIA 

Philadelphia 

600 Arch St.. Rm. 6424 

Philadelphia. PA 19106 

(215) 597-0512 

Toll Free 1 (800) 829-1040 

Pittsburgh 

PO. Box 799. Rm. 1117 
Pittsburgh. PA 15230-0799 
(412) 644-6504 
Toll Free 1 (800) 829-1040 



RHOOE ISLAND 

PO. Box 6627 
Providence. Rl 02940 
(401) 528-4276 
SOUTH CAROLINA 
Strom Thurmond Fed. Bldg. 
1835 Assembly St.. MDP16 
Columbia. SC 29201 
(803) 253-3031 
Toll Freel (800)829-1040 

SOUTH DAKOTA 

PO. Box 370 

Aberdeen, SD 57402-0370 

(605)226-7269 

Toll Free 1 (800) 829-1040 

TENNESSEE 

801 Broadway, MOP 46 
Nashville. TN 37203-3836 
(615) 736-2280 
Toll Freel (800)829-1040 

TEXAS 

Austin 

300 E. 8th Street 

Stop66lO-AUS 

Austin. TX 78701 

{512)499-5439 

Toll Free 1 (800) 829-1040 

Houston 

8701 S. Gessner 

Stop 6610 HAL 

Houston. TX 77074 

• 713) 773-7070 

Toll Freel (800) 829-1040 

Dallas 

1100 Commerce Street 
Stop 6610-DAL 
Dallas. TX 75242 
(214) 767-1428 
Toll Free 1 (800) 829 1040 

UTAH 

465 South 400 East St. 

Stop 6610-SLC 

Salt Lake City. UT 84111 

(801) 524-6095 

Toll Freel (800) 829-1040 



VERMONT 

Courthouse Plaza 
199 Main Street 
Burlington. VT 05401-8345 
(£02) 860-2089 
VIRGINIA 

PO. Box 10049. Rm.5223 

Richmond. VA 23240 

(804)771-2289 

Toll Freel (800) 829-1040 

WASHINGTON 

915 Second Ave.. MS-425 
Seattle, WA 98174 
(206) 220-5776 
Toll Free 1 (800)829-1040 

WEST VIRGINIA 

RO. Box 1040, Stop 1120 

Parkersburg, WV 26102 

(304) 420-6612 

Toll Freel (800)829-1040 

Ext. 6612 

WISCONSIN 

M-132 

310 W. Wisconsin Ave. 
Milwaukee. VVI 53203-2221 
(414) 297-3302 
Toll Freel (800)829-1040 

WYOMING 

308 W. 21st Street 

Stop 6610-CHE 

Cheyenne. WY 82001 

(307)772-2173 

Toll Freel (800)829-1040 



Outsfcto SO Sttttft 
& Foreign Countries: 

GUAM 

Taxpayer Service Division 
PDN Building, Room 902 
Agana. Guam 96910 
(671) 472-7471 

PUERTO RICO 

Mercantil Plaza Bldg.. GF 
Taxpayer Service Division 
Office GF-05 
Avenida Ponce de Leon 
HatoRey. PR 00918 
(809) 766-6305 
Toll Freel (800) 829-1040 

Other. 

OFFICE OF ASSISTANT 

COMMISSIONER 

(INTERNATIONAL) 

950 LEnfant Plaza 
Attn: CP:IN:C:TPS 
Washington, DC 20024 
7202) 874-1332 




Department of the Treasury 
Internal Revenue Service 

Form 1742 (Rev. 7-94) 
Catalog Number 1 7697 J 



Return Address (Please Print) 




Complete both sides and mail to the nearest IRS office listed on this form. 



To: Internal Revenue Service 



Attention: Taxpayer Education Coordinator 
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Revised November, 1994- 



Note:l 



Hits lesson u designed to 
be taught over a three- to five-day period. 
It is presented in three parts. Each of these 
j parts can be taught in one day. but they 
. will require more time if the software 
component is used to give students further 
praetee in using tax forms. 



To help students understand ( I ) that taxpayers are responsible for paying 
income taxes through withholding as income is earned; (2) that they volun- 
tarily report their income to the government by "filing" a tax return; and 
(3) that there are specific forms to help taxpayers in different situations do 
' this. Tliis three-part lesson will acquaint students with the basic tax-related 
forms they are likely to encounter. 



OBJ fe C T I v m s 



After participating in the suggested activities, students will be able to: 
discuss the use and importance of Forms W-4. W-2. 1040EZ. and 
1040 A 

determine, when given sufficient information, whether an individual 
must file a return 

identify the specific tax return form that is most appropriate for each 
of a selection of taxpayers 

define and use relevant concepts and terms in order to fill out Forms 
W-4, 1040EZ, and 1O40A correctly and appropriately 



UNDERSTANDING 
r.ix Forms 



MATERIALS 



Student Handout 3.1 /'Glossary of Key Terms" 

Student Handout 3.2. "IRS Form W-4" 

Student Handout 3.3, "Are You Exempt from Withholding?" 

Student Handout 3.4, 'The Dependency Tests" 

Student Handout 3.5, "IRS Form W-2" and "IRS Form 1099-INT" 

Student Handout 3.6, "Case Studies" 

Student Handout 3.7. "Should You File a Tax Return?" 

Student Handout 3.8. "Which Tax Return Form Should You Use?" 

Student Handout 3.9. "IRS Form 1040EZ" (also used in Lesson 2) 

Student Handout 3.10. "Tax Tables 1994" (pages 1 and 2) 

Student Handout 3.1 1, "Form 1040EZ Step-by-Step" 

Student Handout 3.12, "Form 1040A" (pages 1 and 2) 

Student Handout 3.13. "Schedule 1" 

Student Handout 3.14, "Form 1040A Step-by-Step" (two pages) 

Student Handout 3. 15. "The Tax Maze" 

Student Handout 3,16. "Lesson Summary" (two pages) 

Software Supplement (tor use with Apple II+. He, Ik. or GS and PCs) 

Understanding Taxes Software Supplement User' s Guide 



BEST COPY AVAILABLE 
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Adjusted Gross Income 

Total income reduced by certain adjustments such as the IRA deduction and 
the deduction for alimony paid. 

Credits 

A direct reduction of the tax owed. Credits are allowed for purposes such as 
child care and the earned income credit for low-income taxpayers. 

Dependent 

A person who relies on someone else for support. A dependent generally 
may not be the taxpayer or his or her spouse. A taxpayer may claim an 
exemption for a dependent if the dependency tests are met. 

Dividends 

Ordinary dividends are a corporation's distributions to its shareholders from 
its earnings and profits. 

Earned Income 

Includes wages, salaries, tips, and net earnings from self-employment and 
other income received for personal services. 

Earned Income Credit 

A refundable credit for low-income workers. This credit may be paid to the 
worker even if no income tax was withheld from the worker's pay. To 
receive the earned income credit, a qualified taxpayer must file a tax return. 

Exempt (from Withholding) 

Free from federal income tax withholding requirements by meeting certain 
income, tax liability, and dependency criteria. 

Exempt (from Tax Liability) 

Tax law provides for a set amount which taxpayers can claim for them- 
selves, their spouses, and eligible dependents. The total of these amounts is 
subtracted from adjusted gross income before any tax is computed on the 
remaining income. 

Gross Income 

Money, goods, and property you received that must be included in taxable 
income. 

Interest Income 

Income received from savings accounts or from lending money to someone else. 
Standard Deduction 

An amount fixed by law and based on filing status and age, which taxpayers 
may deduct from their adjusted gross income before tax is determined. 

Tax Withholding 

Money that an employer takes from an employee's paycheck and that is 
used to pay part or all of the employee's taxes. 

Taxable Income 

The income on which tax is computed. 
Withholding Allowance 

Claimed by an employee on Form W-4. An employer uses the number of 
allowances claimed, together with income earned and rnantal status, to 
determine how much income tax to withhold from wages. 



( )pcnina the I .esson: Voluntary Compliance, Pay-as-you-go, and Tax Withholding 



Distribute copies of Student Handout 3.1. 
"Glossary of Key Terms" 



r-^G following discussion is designed to 
olarify throe mnin concepts that lie 
benmd the use or the ,orms otscussed in 
this lesson. These ore touched on »n 
other lessono in Understanding Taxes, 
hut it is important for students to under- 
stand them here. 



Permit 8 minute or jo of debate of the 

question. Then elicit if possible, or explain 
the concept of "voluntas compliance," 



AsK, **Oo you have 



to file a tax return and 



The U.S. income tax system is built on the idea of "voluntary compliance." 
This means that it is left to the taxpayer to keep the necessary records, file a 
return on time, pay any required taxes, and meet other requirements of the tax 
law. The system is built on trust in citizens to know their responsibility and to 
do what needs to be done. Taxpayers follow the steps the tax system suggests 
on then own— voluntarily. Failure to do so, however, can result in penalties. 



Bidt if possible, oc explain the concept of 
"pay-as-you-go" or "tax withholding." 



xsk. -How do most taxpayers oav their 
income taxes?" 

Most people's income comes from salary or wages earned in a job. In the 
-pay-as-you-go" method of tax payment, a taxpayer must pay the tax as 
income is earned or received during the year. An employer withholds tax 
based on wages paid and information the employee provides on Form W-4. 
This system is called "tax withholding." 



AsK, "What is the advantage of withhold- 
ing for taxpayers? For the Government?" 
it inci^d A. M need for Without tax withholding many people would find it difficult to save enough 
d revenues, money to pay their income taxes all at once. Government services might be 

disrupted and undependable if they were not funded on a continuous basis. 



Bicrt or explain the advantage for taxpayers 
dMtbe^1vrwTthis«iiBitaxWlall 



J3 

rv, -von- 'he Lo^on Activity 1— Filling Out a W-4 Form 

■■ DistnbutB copies of Student Handout 3.2. Mavo the students loo* over the form. 

IRS Fon W-4" or use an overhead pro- They should notice that on the front there are directions and two parts, and 
i jectar ti toakry it H vw haven't onwiew- on the back two parts and a table. 
; i> distributed Student Har.dout 3.1. 
; Glossary it Key Terms." do so now. 



(Tkeftieidiift^ 

^IDeae^ 

Intiiipmtaiw^^ 
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Oversee the students as they fill out the 
distributed copies of the W-4 forms, or 
demonstrate tow to fill one out if you are 
projecting it on an overhead, using the foi- 
l(wing steps. 

Have the students iH k lines 1 and 2* 



Have the students look at line 7. 



Encourage discussion. 



Ask whether any of trie students has 
filled out a W-4. Ask one of them who 
has responded positively, "What did you 
do with it after you rilled it out*?** 



personnel officer, etc.). 

Ask, " Wh y does an employer need this 
form from each employee?" 

The form helps the employer figure how much withholding to take from the 
employee's paycheck. 

Ask, "What is the rest of the form for?" 
The other parts are instructions and worksheets. The worksheets help you 
figure out how to fill in the part of the form you give to your employer, 

""'-mi .no utucon::; ,*"i*;t n«.- /\/-.4 •-; ur;ea t>y 
all employees, including some whose tax 
situations are very complex. It is 

i^sumed that most taxpayers will not 
• leeo to use .ill part:: or .*aeh worKsheet. 



Ask. "What could happen if you don't 
write your social security number cor- 
rectly, or make a mistake on your name 
or address?" 

Errors and inaccuracies might delay or prevent a tax refund. 

Ask, 14 If you don't have a social security 
numoer, where can you get one?" 
You apply for one at the social security office (check the local phone book) 
where you fill out form SS-5. 

Ask. "Who can explain the phrase, 
'exempt from withholding*?" 

People who are "exempt from withholding" don't need to have anything 
taken out of their paychecks, usually because they earned very little income. 

Ask. "Mow do you know whether you are 
'exempt from withholding'?" 



The bottom part of the front side is cut off and given to the employer (or the 




Distnbuti c**% of Smdett Handout 3.3, 
-Are Yqy Ex«^ftw« WhhhoWingr 



Have a voiuntGfir' read the two bulleted 
;#;n ( o ncos lollowmq . i no 7 on t no /V---1 

ir-im Sluciont Handout 



Hnvo . .tudcnTS trnco the sequence on 
Handout 3.3 to illustrate tno conditions tor 
oxomption irom withholding. 

Distribute Student Handout 3.4. "ii \t*K. ■ who ^.«v -3«r u-uhkhj .i riopuncjont?" 
rjepeadetcyTeite.* Students are likely to respond that dependents are usually underage children 



Have the sadats took at Test 1: Reiatoratop 
or Member of Household" on the handout 



V - . K . ^ -t o v / sn.inv ; j t t ? ■ * t .* ..Mjontirnt:. 
ieienbed ,iro not 'inoornqo or not mo 
taxpayer s child?" 

Students should conclude that "dependents" encompass many different near 
relatives, and even non-relatives in some circumstances. 



,;iuiCKiv review r he other tests for depon- 

. c m * : ;f;Mif-.:-.om 1 - * ■ . » r . » . * ' ' r > : * ^ i *~> r 

■ ••siaoni; jrc:;s income "iieludinq indent 
status ); uippci . You may want to oause 
o\/or Test 2, cjross income, n n d discussicn 
ot the dependency •-. tatu:> of students. 
A student dependent is a child whose income can be more than the exemp- 
tion amount ($2,450 in tax year 1994) during the tax year. The child may be 
claimed as a dependent if he or she is under 1 9 at the end of the tax year or 
under 24 and a full-time student for some part of each of five months during 
the tax year. 



Return ta in 7 ea the W-4 form. 



Ask. *' S u ppose your parents plan to 
claim you as a dependent. Can you claim 
in oxemotion from withholdinq' 7 " 
No, not unless your total income from interest and dividends, etc.. plus 
wages is likely to be less than the minimum standard deduction for depen- 
dents. $600 for 1994. 



State that if all the conditions are mot. 
the employee can onter "EXEMPT" at 

^o;: ~* md «-f-m Hit^ 'ho form n 1o'.t 

o m ployees, however, will need to fill out 
the remaining lines. 



Have the students look at line 5 of the 
W-4 for*. 



a woluntenr to to. id about withhold- 
.no, allownnci*" ?rom fMudont Handout 
3.1, "Glossary cj>t Kov rcrms. 
"Claimed by an employee on Form W-4. An employer uses the number of 
allowances claimed, together with income earned and marital status to 
determine how much income tax to withhold from wages/* 
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Discuss with holdi ng allowance" as stu- 
dents look: at the upper part of the front 

iioo of ifio W-*l Form, 'Person,!! 
A. 1 t own n oos Work r. neot - * * 



Bmi throttgii iMs A through G quickly. 



/\sK students to fill out tine wo r Kti hoot as 
tt nppjlios to their own situation, -iomo 
may novo to rex/iew the definition of 

dopondnnt." 



Have the students enter rhe nutnt^^?r troi 

■ , • •. , . n v * ,v o r ■ < : ; i i * .* t 1 . . ^ > v j . . r 

r- .;, jj;trt oi ' rv.? 1 form. 



Havi tin ttxdtRts look at line 3 on the 
W-4f*m. 



Jixplfjin that taxes may oe higher tor <t 
pinole oerson than for a marr»^ r j coitnlo 
,i!iiicj .a |Oint roturn. *5 m c: » <■ . < < ■ - 

that tell thorn how mucn ^ r ^ «oid 
lor tM^Dloyoes who iire morrio«" - .'r^jie. 



Call atUntion to tha third box in line 3. 
"Mvritd, taK wMMd at highar rm' 



•»o.nt out i h at ;ho i;u . .nio • . c f ^ rote 

may oe higher than for marrioct n^c:Mo. 



Cati ittwrtw ta Km 6 f Additional afflwwt 
i any , yea wart w#Wd fiwH eadi pvychadO. 



,ask. Why would anyone want : ,<u .ub- 
iect to a higher withholding rate. >r r^,i\/e 
extra deductions made from a Dnvchock?" 
Some people may have considerable income from a spouse's earnings, or 
from investments, rents, interest, or other sources. If more is withheld, more 
of their tax liability will be paid "as they go," and they will not have to 
come up with a large lump-sum payment or possibly pay estimated taxes. 



Emphasize that tax withheld may not oe 
oqunl to tho total tnv owod 

Some people may have more withheld than they owe. They will get a refund 
when they file their returns. 

Other people may owe more tax than is covered by withholding from 
wages. They will have to send a check with their return. Some may be sub- 
ject to a penalty for underpayment of their taxes. 



511 s 

BBS SBnn^- : 



Dbtriaaia ctfm «f Sdeaant Handctit 3.6. *rw- th« -.tudontn work. »nc!-vr*- 

z= ^ i "Cut SUita" aid fru*. copies of ttaatlt small groups to fill out For m W 
li US Fan W-4." Case Study A, Jay R. Jones. 
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Activity 2: The W-2 Form 



Distribute copies of otudent Handout 3.5. .xmam to the itucu^nts that t>y <aw. 

IRS Fonn W-7 and IRS Fonn 1099-IHT -mpiovors must c JIV e thoir • > ripiovoes a 

copy of this form by January 31 of each 
year. Employees with more than one 
employer should got one from each 
employer. 

Point out the m ost important sections or 
"3 o xo*s of the W-2 form: 

dox c : Name and address of the employer 

13 ox e - f : Name and address of the employee 

Box d : Employee's social security number 

3 <-> x * : The employee's actual pay for the year from this employer 

3ox 2: The amount of money withheld for federal income tax 

Toll students that one copy of the W-2 
*orm fcnUod Oopy 0> must ncoomoanv 
the federal tax return that each taxpayer 
files. It is in taxpayers" interest to double- 
check the information contained on their 
W-2 forms for correctness and to report 
any problems to their employers right 
a way . 

Optional: AsK, "Can anyone explain the 
term 'unearned Income"?" 

Unearned income is income other than pay from work performed, such as 
interest or dividends from savings or investments. 

o oir!t ^tit ' F? S Fonn 1099-<NT on Student 
Handout 3.5 to the students. A bank or 
other financial institution might send 
such a form to taxpayers who have 

unearned income" to show how much 
interest income has been earned by their 
savings accounts. A copy Is also sent to 
the IRS. Taxpayers must include such 
unearned income in the total Income 
they report on their return. 



Second Class Period 



H.wg itucic«H i. .vurkinq .f)aiv»du«T:iv, ljso 

•; f ■»/ ; : ^ */ if » .uooUMTMit ' •> rr*\s i o w or 
oractico fillino, out Porrr W-U. They can 
looK nt the User's Guide for direction^.. ! rt 
t l-i *r? software proqmm, they r.hould open 
rind rood throuqh Section A. "Introduction," 
first. .incl then go on to Section t=s and 
Section . 

If any class time remains, you may want to have the students begin working 
on the first of the Case Studies (Student Handout 3.6) used in the Extending 
the Lesson section. 



Filing a Return and Form 1040EZ 

H . Deciding Whether To Rile 

Ask. "What does file a tax return mean?" 
• To file a tax return means to mail or send to a regional IRS Service Center 
the appropriate IRS form(s) — the return — on which the taxpayer has entered 
information about income and tax liability. 

/\sK, "Does everyone need to file a tax 
retu rn?" 

No, some people do not need to file a return, but even if they owe no taxes, 
if they have federal income tax withheld from their paychecks, they should 
file a return to get their refund. 

Dirti* Dipt* if Stefat Handoit 3.7, 
"SMYuRJiaTuRetynir 

Km StviMtS WMt thmgh the Mfies Of ~o io,-iko sun* stuuonts uncior-'.c.ind 'I n 9 
ptft)MS mi MTWVS tl facta wtottaf requirements, ask for a -ihow of hands in 
Iky. If Umm ■ I fcyfWtktical VtoM- resoonse to such questions as, ' Mow 
but sfcuM fik I rttVtit many or you tiro claimed «.«s^ a .Jeoonaent 

on the return of your parent(s) or some- 
one else?** 

Students may need to review the definition of dependent by looking at 
Student Handouts 3.1. "Glossary of Key Terms" and 3.4, 'The Dependency 
Tests." 



Students claimed as dependents by someone else should look at question 1 
on the upper half of Handout 3.7 and study the diagram underneath it. 



Dn optional softwtre yjppiemeot Section 
D. eutiiis iifomitiiR to help students 
decide wietfcer tley sievid file e tax 
Htm. Yoniy went to hive the* wort 
ftmojh this sactjoa eow. 



Dtftriittt ctpes if Student Keitfwt 3.8, 
'Wiidi Tax Retani Fene Sbeuki Yoy Usaf 



"How many of you are not claimed as a 
dependent?" 

A ^nls who are not claimed as someone's dependent should look at ques- 
tion 2 and the diagram on the lower half of Handout 3.7. 

"How many of you are married?" 

Students who are married should look at the question in the left hand box of 
the appropriate diagram. 

"How many of you are not married?** 
Students who are not married should look at the question in the right hand 
box of the appropriate diagram. 



22. Deciding Which Form To Rile 

Ask, "Suppose you've docjdod ,w » r »t vou 
need to file a tax: return. Whnt 'orm do 
you use?" 

Everyone who files a tax return uses some version of Form 1040. Besides 
the standard 1040, there are two easier versions, 1040 A and 1040EZ. These 
are for people whose tax situations are relatively simple. 

Have the students looK again at Student 
Handout 3.1, "Glossary of Key Terms." 
Call their attention to the definition of 
"Exempt (from Tax: Liability)*' and make 
sure they understand the distinction 
between this term and withholding 
allowance used in Lesson 3- 
Exem^tion, as it is used on tax returns, is a set amount for each taxpayer and 
each eligible dependent that is subtracted from adjusted gross income to 
reduce the amount on which tax is figured. 

Ask students, "Which form are most high 
school students 1 i Rely to use?" 
Unless they are married and have dependents or have considerable amounts 
of unearned income, most high school students will use Form 1040EZ. 

Ask, "Which form would the chief execu- 
tive of a large real estate corporation be 
most likely to use?" 

Anyone with income from rent, buying and selling houses, or similar 
sources would need to use Form 1040. 




The oatmai software wpptemwrt, Sactioa 
E, contain complete information about 
Form 104CG and provides practice in fin- 
ing it mil Evan Kit is not possible for your 
studoats ta use the software, you may 
wish to sse it yourself to prepare. 



3- Filling Out Form 1040EZ 

To load votir ;tuaonts through Form 

* 040EZ it*>o»f / 1 ~> \ i need to iraKC ;uro 

* JCh has a or-iO"*/ "* * !-turi<*n* 'irilKJOlit r^.O. 
!HS Form lG4Ui£^" ind Stuaont Handout 

3.1 O. 'Tnx Tables 1994." You may wont to 
riiwplny tho form usinq an overhead projec- 
tor. Distribute cooies of Student Handout 
1.11. *T-orfTTi 1040EZ '3tep-hy-Step. 

_oad wo> u r students as thov ^tart filling in 



If they try to follow both simultaneously, they may become confused. (If 
you prefer that they fill out the form for someone fictitious rather than them- 
selves, see the alternative activity, below.) They will need to make use of 
Handout 3.10, 'Tax Tables 1994." to fill out the form. 

In the "Income" section of the form, students will need to decide whether 
they can be claimed as a dependent by someone. Have them review Student 
Handout 3.4, "The Dependency Tests." if they are in doubt. Students must 
check "yes" on line 4 if someone can claim them as a dependent, whether or 
not that person does. 

If they can be claimed as a dependent, they will probably use the worksheet 
on the back of 1040EZ. They will probably want to know the meaning of 
$600 printed on line B. (If they use Handout 3.1 1, they will be able to fill 
out 1040EZ without using the worksheet, but they won't have much under- 
standing about where the figures come from.) 

$600 is the minimum standard deduction for a dependent. At line D. the 
1994 maximum standard deduction is $3,800 for single people and $6,350 
for Tnarried people filing a joint return. The worksheet is a way of showing 
that all dependents may deduct at least $600 and no more than $3,800, 
depending on how much they earned. Those who can be claimed as depen- 
dents of others may not take an exemption for themselves, because that 
exemption can be or is claimed by the other person. 

Have students comukMi.' n»in<) > i a « ■ " * * nn 
1040EZ, checking off each stop on 
Handout 3.11 if thov are using it. 




Alternative or additional activity: 



H-rr 



DisfelMllSlHhmfinlBHtl£.Ttse Sides.' Have tUucient^ till out Form 1 040EZ for 

Joseph K. Day 
615 Poplar Drive 

Goodtown, OH 45201 987-00-4321 

Check "yes" for presidential campaign contribution 



2,250 



t. 


2,250 


2. 


0 


3. 


2,250 


4. 


check "yes 


5. 


0 


6. 


30 


7. 


0 


8. 


30 


9. 


0 


10. 


30 



Signature, date, occupation (student) 



1040 A and Beyond 



1 t"lfe 



Ask students to look again at Student 
Hush? 3.8. 'Which Tax Return Form 
SkMUYuUsar 



Ask the students to look at trio situations 
that make Form 1040A the better choice 
for certain taxpayers than Rorm i 040EZ. 
Form 1040A should be used irstead of Form 1040EZ if the taxpayer has 
more than one exemption, har, more than $400 of interest and/or income 
from dividends, annuities, unemployment compensation, or certain other 
sources, and is entitled to certain income adjustments and credits. 
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Dtstrifaito espies of Student Handout 3.12. 
Toon 1040 A/ and Student Handout 3.13. 
"Schedule I.' 



Have the students look over Form 1040A. 
^ 1 3 ihoir jtlontion £0 linos T through 14 
in the section. "Figure your total income." 

Have the students look at line fla. Taxable 
Interest Income." Point out that to fill out 
u»omo of the.* jo lines, you have to till out 
other forms or worksheets first- !f your 
interest Income is more than $400, for 
example, you hax/e to complete and 
attach Schedule 1, Part "1. 

On Form 1040A, there is space to report income from a variety of sources, 
including line 8b, 'Tax-exempt interest"; line 10a, 'Total IRA distributions"; 
and line 12, "Unemployment compensation." 
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(Yeu may WMt ti pnviai a copy if the 
1 04QA iwtrnctiot aoafclat fw stwJttts to 
examine, tt can be Mmi at your local 

IRS offica. certain public libraries, or by 
caiiq 1-flOO-TAX-fORM.) 



The reference on line 8a to "page 25" tells t3xpayers to look on page 25 of 
the instruction book for Form 1040A for help in filling out this iine. 

Line 9 may require completion of Schedule KPart II. Lines 10b, lib, and 
15b refer taxpayers to pages in the instruction book. Tax Tables, used to 
complete Form 1040EZ and necessary for filling out 1040A as well (line 
23), are in the instruction book. 



< ° omt out that there ore sevcra I other 
jncos on Form 1040A whore ipecilic 

-.cnodules are required for tnxpnvcrs to 

, <. - » tpecun <;r<:Ui t ^> . 
Students who might need more information about dividend income, child 
care expenses, or the earned income credit should be directed to the Form 
I040A instruction book and the appropriate schedule* and worksheets. 

Line 24a provides for credits for child care expenses with completion of 
Schedule 2. Line 24b asks for Schedule 3 to compute the credit for elderly 
or disabled people. Li'-.e 28c asks for yet am. ther schedule. Accurate com- 
pletion of any of these will lower the taxes owed. 




Distributa copies of Student Handout 3.14. 
Torn 1040 A Stac-by-Stop." and Student 
Handout 3.10, lax Tabies/ or wa i pn>- 
jector to show them to the ciass. 



-l.wt* the students use Hnnciout :V14 to 
rill out Rorm 1 040A , either individually, or 

is; i\ clnss. in the latter ceas'.o /ou Miny 
w nnt to clom on st rn to how to cromplete 
tho form accurately Id v f H I ing out the 
form you have projected, or by talking 
ihiough the steps aloud. 

Students should check each item on Handout 3.14 as they complete each 
step of the process of filling out Form 1040A. 



You may wist to lava studonts use 
Student Handout 3.6, "Case Studies.' 
Stuattfs cat asa fa mfomatioa n Cass 
Study E to practice filling out Fonn 1040A 
instead af putting in information siout 
themselves 



2 
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Concluding the Lesion Distribute copies of Student Handout 

3.15, "The Tax Maze." Move students use 
iny remaining class time to work the 
puzzle, or encourage them to take it 
rsome and try it. 

Maze question answers: 

"I . DO 

2. six 

3- 1040EZ 

A. W-2 

5. 1099-INT 

G. 1040A 

7. Schedule 1 



Distribute copies of Student Handout 

13, !_osson Summary- .VlaKe sure that 
any students who were absent from the 
lesson receive all the handouts as well 

.is this summary. 




Extending the Lesson (homework assignment) 



Dtttrikrti capies if Student Handout 3.6. 
"Case Styfas.' if students don't iktady 
havt fan, and twi addhitnal capies net 

of TRS Pom W-4" and US hm 1C40ET 
and "Tax Tables," 



Have the students complete Form W-a 
for Case Studies A (if they haven't 
already done it) and R, and Rorm s 

1040EZ for the Case Studios C (if not yet 
done) and O. If students are interested 
and able, give them copies of Form 

1040A and Schedule 1 as well. 



ERIC 



20 



1 



O A 3 E S T.U D Y /X 



Form W-4 (1995) 

Want More Money In Your Paycheck? 
If you expect to be able to take the earned 
income credit for 1995. you can have part of it 
added to your take-home pay. For details, get 
Form W-5 from your employer. 

Purpose. Complete Form W-4 so that your 
employer can withhold the correct amount-of 
Federal income tax from your pay. 
Exemption From Withholding. Read line 7 of 
the certificate below to see if you can claim 
exempt status. If exempt, complete line 7; but 
do not complete lines 5 and p. No Federal 
income tax will be withheld from your pay. 
Your exemption is good for 1 year only. It 
expires February 15. 1996. 
Note: You cannot claim exemption from 
withholding if (1) your income exceeds $600 
and includes unearned income (e.g., interest 
and dividends), am I (2) another person can 



claim you as a dependent on their tax return. 
Basic Instructions. Employees who are not 
exempt should complete the Personal 
Allowances Worksheet. Additional worksheets 
are provided on page 2 for employees to 
adjust their wrthholding allowances based on 
itemized deductions, adjustments to income, 
or two-earner/two-job situations. Complete all 
worksheets that apply to your situation. The 
worksheets will help you figure the number of 
wrthholding allowances you are entitled to 
claim. However, you may claim fewer 
allowances than this. 

Head of Household. Generally, you may claim 
head of household filing status on your tax 
return only if you are unmarried and pay more 
than 50% of the costs of keeping up a home 
for yourself and your depenoent(s) or other 
qualifying individuals. 

Nonwage Income. If you have a large amount 
of nonwage income, such as interest or 
dividends, you should consider making 
estimated tax payments using Form 1040-ES. 



Otherwise you may find that you owe 
additional tax at the end of the year. 
Two Earners/Two Jobs. If you have a working 
spouse or more than one job. figure the total 
number of allowances you are entitled to claim 
on all jobs using worksheets from only one 
Form W-4. This Otal should be divided among 
all jobs. Your withholding will usually be most 
accurate when 3;l allowances are claimed on 
the W-4 filed fo the highest paying job and 
zero allowances are claimed for the others. 
Check Your Withholding. After your W-4 
takes effect, you can use Pub. 919, Is My 
Withholding Correct for 1995?, to see how the 
dollar amount you are having withheld 
compares to your estimated total annual tax. 
We recommend you get Pub. 919 specially if 
you used the Two Earner/T wo Job Worksheet 
and your earnings exceed $150,000 (Single) or 
$200,000 (Marned). Call 1 -800-829-3676 to 
order Pub. 919. Check your telephone 
directory for the IRS assistance number for 
further help 



Personal Allowances Worksheet 



A Enter "1 " for yourself if no one else can claim you as a dependent A 

It You are single and have only one job: or ) 
t You are married, have only one job, and your spouse does not work; or > . . B 

• Your wages from a second job or your spouse's wages (or the total of both) are $1,000 or less. J 
C Enter - 1" for your spouse. But, you may choose to enter -0- if you are married and have either a working spouse or 

more than one job (this may help you avoid having too little tax withheld) C 

D Enter number of dependents (other than your spouse or yourself) whom you will claim on your tax return D 

E Enter "1" if you will file as head of household on your tax return (see conditions under Head of Household above) . E 

F Enter M 1" if you have at least $1 .500 of child or dependent care expenses for-v/hich you plan to claim a credit . . F 

G Add lines A through F and enter total here Nots: This amount may be different frorp-ihe number of exemptions y)u claim on your return ► Q 

t If you plan to itemize or claim adjustmentslo Income and want to reduce your withholding, see the Deductions 
and Adjustments Worksheet on page 2^ s , x 

• If you are single and have more than ^nejpb and your combined earnings from all jobs exceed $XX,XXX OR if 
you are married and have a worfcino, spouse or more than one job, and the combined earnings fro. *ll jobs exceed 
$XX.XXX. see the Two-Earner/Two-Job Worksheet on page 2 if you want to avoid having too little tax withheld. 
» If neither of the above situations applies, stop here and enter the number from line G on line 5 of Form W-4 below. 



For accuracy, 
do all 

worksheets 
that apply. 



Fom W-4 

Department of the Treasury 
internal Revenue Service 



Cut here and give the certificate to your employer. Keep the top portion for your records. 

Employee's Withholding Allowance Certificate 

► Fo r n nvacy Act and Paperwork Reduction Act Notice, see reverse. 



OMB No. 1 545-001 C 



1 Type or print your first name and middlu oal 
Home address (number and street or rural route) 

too pfRsr St 9 &st 



Las t name 



95 



Your social secunty number 



3 13 Single □ Married Married, but withhold at higher Singte rate. 
Note: II mamed. txjt legally seoarated. or spouse is a nonresident alien, check the Single box. 



City or tov/n. state, and ZIP code 



If your last name differs from that on your social secunty card, check 
here and call 1-800-772-1213 for more information. . ► Q 



5 Total number of allowances you are claiming (from line G above or from the worksheets on page 2 if they apply) . 

6 Additional amount, if any, you want withheld from each paycheck 

7 I claim exemption from withholding for 1995 and I certify that I meet BOTH of the following conditions for exemption: 

• Last year I had a right to a refund of ALL Federal income tax withheld because I had NO tax liability; AND 

• This year I expect a refund of ALL Federal income tax withheld because I expect to have NO t ax liability. 

If you meet both conditions, enter "EXEMPT" here ► j 7 I J:AdT >^/~ 

Under penalties of perjury. I certify that I am entitled to the number of withholding allowances claimed on this certificate or entitled to claim exempt status. 




Employee's signature 



8 Employer's name and&6dress y (Emptoyer Complete 8 and 10 only if sending to the IRS) 



pate ► Janu^r ^ 3 



9 Office code 
(optional) 



10 v -Employer identificatton number 



Cat No 10220Q 



CASE STUDY E3 
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Form W-4 (1995) 

Want More Money In Your Paycheck? 
If you expect to be able to take the earned 
income credit for 1995, you can have part of it 
added to your take-home pay. For details, get 
Form W-5 from your employer. 

Purpose. Complete Form W-4 so that your 
employer can withhold the correct amount of 
Federal income tax from your pay. 
Exemption From Withholding. Read line 7 of 
the certificate below to see if you can claim 
exempt status. If exempt, complete line 7; but 
do not complete lines 5 and 6. No Federal 
income tax will be withheld from your pay. 
Your exemption is good for 1 year only. It 
expires February 1 5, 1 996. 
Note: Vou cannot claim exemption from 
withholding if (1) your income exceeds $600 
and includes unearned income (e.g., interest 
and dividends), and (2) anotlier person can 



claim you as a dependent on their tax return. 
Basic Instructions. Employees who are not 
exempt should complete the Personal 
Allowances Worksheet. Additional worksheets 
are provided on page 2 for employees to 
adjust their withholding allowances based on 
itemized deductions, adjustments to income, 
or two-eamer/two-job situations. Complete all 
worksheets that apply to your situation. The 
worksheets will help you figure the number of 
withholdin allowances you are entitled to 
claim. However, you may claim fewer 
allowances than this. 

Head of Household. Generally, you may claim 
head of household filing status on your tax 
return only if you 3re unmarried and pay more 
than 50% of the costs of keeping up a home 
for yourself and your dependents) or other 
qualifying individuals. 

Nonwage Income. If you have a large amount 
of nonwage income, such as interest or 
dividends, you should consider making 
estimated tax payments using Form 1040-ES. 



Otherwise, you may find that you owe 
additional tax at the c*>d of the year. 
Two Earners/Two Jobs. If you have a working 
spouse or more than one job. figure the total 
number of allowances you are entitled to claim 
on all jobs using worksheets from only one 
Form W-4. This total should be divided among 
all jobs. Your withholding will usually be most 
accurate when all allowances are claimed on 
the W-4 filed for the highest paying Job and 
zero allowances are claimed for the others. 
Check Your Withholding. After your W-4 
takes effect, you can use Pub. 9\9, \% My 
Withholding Correct for 1995?, to see how the 
dollar amount you are having withheld 
compares to your estimated total annua] tax. 
We recommend you get Pub. 919 especially if 
you used the Two Earner/Two Job Worksheet 
and your earnings exceed $150,000 (Single) or 
$200,000 (Married). Call 1-800-829-3676 to 
order Pub. 919. Check your telephone 
directory for the IRS assistance number for 
further help. 



Personal Allowances Worksheet 



A Enter T for yourself if no one else can claim you as a dependent A 

Ie You are single and have only one job; or 1 
• You are married, have only one job, and your spouse does not work; or > . . B 

• Your wages from a second job or your spouse's wages (or the total of both) are $1 .000 or less. J 
C Enter "1" for your spouse. But, you may choose to enter -0- if you are married and have either a working spouse or 



more than one job (this may help you avoid having too little tax withheld) C 

Enter number of dependents (other than your spouse or yourself) whom you will claim on your tax return D 

E 
F 
Q 



Enter "1" if you will file as head of household on your tax return (see conditions under Head of Household above) . 
Enter "1" if you have at least $1,500 of child or dependent care expenses fp* which you plan to claim a credit . . 
Add lines A throurjh F and enter total here. Note: This amount may be different from the^ur^r of exemptions you claim on your return ► 

• If you plan to itemize or claim adjustments to HmSh^ar^want to reduce your withholding, see the Deductions 
and Adjustments Worksheet on page 2. ^-^l \J J 

• If you are single and have more than oriOoo) ahd^our combined earnings from all jobs exceed SXX.XXX OR if 
you are married and have a woridntf^p^se^^c-re than one job, and the combined earnings from all jobs exceed 
$XX.XXX. see the Two-EarneJ^l^cX^o^-^rksheet on page 2 if you want to avoid having too little tax withheld. 

• If neither of the above situaticWapfrftes, stop here and enter the number f rom line G on line 5 of Form W-4 below. 

- 



For accuracy, 
do all 

worksheets 
that apply. 



W-4 



Form 

Department o< the Treasury 



Cut here and give the certificate to yr ur employer. Keep th* top portion for your records. 

Employee's Withholding Allowance Certificate 



OMB No. 1545-0010 

m 



Internal Revenue Service ^ fOT rnvacy act arm rapon 
1 Type or pnnt your first name and middle initial 

dA*J£ U. 


Last name 


2 Your social security number 

919 \oo\f673 


Home address (number and street or rural route) 


3 5? Single CH Married CH Marned, but withhold at higher Single rate. 
Note: If mamed. but legally separated, or spouse is a nonresident ilien. check the SingK' box. 


City or town, state, and ZIP code 

B/stou/aJ. M£ 


4 If your last name differs from that on your social security card, check 



5 Total number of allowances you are claiming (from line G above or from the worksheets on page 2 if they apply) . 

6 Additional amount, if any, you want withheld from each paycheck 

7 I claim exemption from withholding for 1995 and I certify that I meet BOTH of the following conditions for exemption: 

• Last year I had a right to a refund of ALL Federal income tax withheld because I had NO tax liability; AND 

• This year I expect a refund of ALL Federal income tax withheld because I expect to have NO t ax liability. 
If you meet both conditions, enter "EXEMPT* here ► l~7 I 

Under penalties of perjury. I certify that I am entitled to the number of withholding allowances claimed on this certificate or entitled to claim exempt status. 




Employee's signature ► *J^l4l£* 


1*. (i&ktuL&Ky 


Date* J#.\JUA&V 3 .199^ 


8 Employer's name and adr/ress (Empl 


Dyqtf Compyfe 8 and 10 only if sending to the IRS) 


9 Office code 
(optional) 


10 Employer identification number 


Cat. No. 10220Q 

r\ r\ .. „ — 



BEST COPY AVAILABLE 




ERIC 



CASE STUDY D 



Form 

1040EZ 



Department of the Treasury — Internal Revenue Service 

Income Tax Return for Single and 

Joint Filers With No Dependents 1994 



Use the 
IRS label 

(See page 11.) 
Otherwise, 
please print. 


A 
B 

E 
L 

H 
E 
Ft 


Pnnt your name (first, initial, last) ^ 

A. BiACk 


UMB No 1545-0675 

Your social security number 


\\ a joint return, pnnt spouse's name (first, initial, last) 


m 


E 




Home address (number and straet). If you have a P.O. box, see page t2. Apt. no. 


Spouse's social security number 






City, town or post office, state and 2P code. If you have a foreign address, see page 12. 

Roa/a/, /vfZ VSZOo 


1 


1 ! 


II I II II II 



See instructions on back and in Form 1040EZ booklet. 



Presidential 

Election 

Campaign 

(See page 12.) 

Income 

Attach 
Copy B of 
Form(s) 
W-2 here. 
If you are 
including a 
payment, 
do not attach it 
io your return. 

Note: You 1 
must check > 
Yes or No. 



Note: Checking "Yes" will not change your tax or reduce vour refund. 

Do you want $3 to go to this fund? ► 

If a joint return, does your spouse want $3 to go to this fund? ► 

1 Total wages, salaries, and tips. This 
should be shown in box 1 of your 

W-2 form(s). Attach your W-2 form(s). 1 

2 Taxable interest income of $400 or less. If the total is 
over $400, you cannot use Form 1040EZ. 2 

3 Add lines 1 and 2. This is your adjusted gross income. 
If less than $9,000, see page 15 to find out if you can 

claim the earned income credit on line 7. 3 

4 Can your parents (or someone else) claim you on their return? 
["""I Yes. Do worksheet. JTTi No. If single, en^ef^250.00. 
u - 1 on back; enter ^ If marpMjrart 1,250.00. 

amount from For a*' ^c^akalioh of these 

line G here. /ambAws>ewback of form. 4 



Yes No 

□ □ 



Subtract line 4 from lino 
line 3, enter 0. This^«ryo 




El£2>»s larger than 
able income. 



► 5 



Payments 
and tax 



ral\njcon 



6 Enter your Federal\njjome tax withheld from box 2 of 
your W-2 form(s). 

7 Earned income credit (see page 15). Enter type 
and amount of nontaxable earned income below. 



]0 



8 Add lines 6 and 7. These 
are your total payments. 



Refund 
or 

amount 

you 

owe 

Sign 
your 
return 

Keep a copy 
of this form 
for your 
records. 



9 Tax, Use the amount on line 5 to find your tax in the 
tax table on pages 28-32 of the booklet. Then, enter the 
tax from the table on this line. 9 

10 If line 8 is larger than line 9, subtract line 9 from line 8. 

This is your refund. 10 

H If line 9 is larger than line 8. subtract line 8 from line 9. 

This is the amount you owe. See page 20 for details on 
how to pay and what to write on your payment. H 

I have read this return. Under penalties of perjury, I declare that to the 
best of my knowledge and belief, the return is true, correct, and accurately 
lists all amounts and sources of income 1 received during the tax year. 



Your signature ^ 


Spouse's signature if joint return 


Date 

<i>i7-HS 


5£our occupation 

KU£PTIl»M>T 


Date 


Spouse's occupation 



h- 



Dollars 



Cents 



OD.EEB.Eg 

UM. 
□3.EEEI. 

□u , Etna . eei 
rm.cn 

□jmm 

I For IRS Use Only — Please 

j do not write In boxes below. 

□□□□ 
□□□□ 




o\o\ 
5131 





For Privacy Act and Paperwork Reduction Act Notice, see page 5. 



Cat. No. 11329W 



Form 1DMDEZ (l^M) 
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BEST COPY AVAILABLE 



FROM W-4 I O 1040A 



Student Handout 

Revised 1 1-94 



GLOSSARY OF KEY TERMS 

Adjusted Gross Income 

Total income reduced by certain adjustments such as the IRA deduction and 
the deduction for alimony paid. 

Credits 

A direct reduction of the tax owed. Credits are allowed for purposes such as 
child care and the earned income credit Tor low-income taxpayers. 

Dependent 

A person who relics on someone else for support. A dependent generally 
may not be the taxpayer or his or her spouse. A taxpayer may cl' " n an 
exemption for a dependent if the dependency tests are met. 

Dividends 

Ordinary dividends are a corporation's distributions to its shareholders from 
its earnings and profits. 

Earned Income 

Includes wages, salaries, tips, and net earnings from self-employment and 
other income received for personal services. 

Framed Income Credit 

A refundable credit for low-income workers. This credit may be paid to the 
worker even if no income tax was withheld from the worker's pay. To 
receive the earned income credit, a qualified taxpayer must file a tax return. 

Exempt from Withholding 

Free from federal income tax withholding requirements by meeting 
certain income, tax liability, and dependency criteria. 

Exempt (from Tax Liability) 

Tax law provides for a set amount which taxpayers can claim for them- 
selves, their spouses, and eligible dependents. The total of these amounts is 
subtracted from adjusted gross income before any tax is computed on the 
remaining income. 

Gross Income 

Money, goods, and property you received that must be included in taxable 
income. 

Interest Income 

Income received from savings accounts or from lending money to someone else. 
Standard Deduction 

An amount fixed by law and based on tiling status and age. which taxpayers 
may deduct from their adjusted gross income before tax is determined. 

Tax Withholding 

Mone\ that an employer takes from an employee's paycheck and that is 
used to pay part or all of the employee's ta\cs. 

Taxable Income 

The income on which ta\ is computed. 
Withholding Allowance 

(Maimed by an employee on I "orm W-4. An employer uses the numbei of 
allowances claimed, together with income earned and marital status to 
determine how much income ta\ to withhold I mm wages. 
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FORM W--* 





FRLOIVI W-4 TO 1040A 



Student Handout 

Revised 1 1 



ARE YOU EXEMPT FROM 
WITHHOLDING? 



Can you he claimed as e 
dependent by someone 
else? 



Do you nave a ray unearned 
income (such as dividends 
or interest?) 



Is your total income, which 
includes unearned income, 
MOIRE than $600 for 1994? 



Did you pay any 
federal income tax 
last year? (Or was 
any amount that 
was withheld MOT 
refunded to you?) 





You c: /\ IM IM <3 r 
clnnti oxonipli(>ii 
from withhoklincj. 



Do you expect to 
owe /VIM Y federal 
income tax this 
yenr? (Will your 
refund he LESS 
than the total fed- 
eral tax withheSd?) 



You 0/\l\J rlnim 
w i 1 1 1 1 ic >lc I • t ic j 



ERLC 
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FROM W-«4 TO 1 040A 



Student Handout 

Ft ©vised 1 1 -9<4 



DEPENDENCY TESTS 



1 : Relationship or Member 



of Household 



There are five tests to determine whether someone is your dependent: mem- 
ber of household or relationship, joint return, citizenship, gross income, and 
support tests. 

Each dependent must meet all five of the following tests: 

Your dependent must be either your relative or someone who lived in your 
home as a member of your household all year; the relationship must not \ io- 
late local law. 



Test 2: Gross Income Test 



The following are considered your relatives: 

Your child. Your child includes your son. daughter, stepchild, adopt- 
ed child; a child who lived in your home as a family member, if 
placed with you by an authorized placement agency for legal adop- 
tion; or a foster child (any child who lived in your home as a famil\ 
member for the whole year). 
Your grandchild, great-grandchild, etc. 
Your son-in-law. daughter-in-law. 

4^ Your parent, grandparent, stepparent, parent-in-law. 

9 Your brother, sister, stepbrother, stepsister, brother-in-law . sister-in- 
law, half-brother, half-sister. 

4fe If related by blood, your aunt, uncle, nephew, ni.ee. 

Any person, related or not. who was a member of your household lor 
the entire year, except for anyone who was your spouse at an\ time 
during the year. 

If your child is under 19 at the end of the tax year, or under 24 and a lull- 
time student, he or she does not have to meet this test. 
Your child age 19 (and under 24) who is not a full-time student, or who was 
age 24 or over, can meet this test only if his or her gross income v as less 
than $2,450 for 1994. 

Other relatives or household members must have gross incomes of less than 
$2,450 for 1994. 

An individual may meet the support test if \ou contribute more than 50' < ol 
his or her total support during the calendar year. 

If you contributed more than \0 r /( of someone's support, and together with 
others contributed more than half, you or one of the others who contributed 
more than HY y ( may meet the support test. You and the other contributors 
have to decide who w ill claim the person as a dependent pro\ ided the other 
four tests are met. 

If you. either alone or together with others, contributed 50'* . or less, ol 
someone's support, you cannot claim that person as a dependent. 



Test Gtashipor Resident Test The dependent must be either a l\S. citi/en. or a resident alien, or a resident 

of Canada or Mexico, or your adopted child who is not a T.S. citi/en, but 
who lived with \ou all year in a foreign country 



Test 3: Support Test 



9 

ERLC 



5: Joint Return Test Your married dependent cannot lilo a joint return with his or her spo se 

Note: However, if neither the dependent nor the dependent's spouse is 
required to file, but they file a joint return only to get a refund of all tax 
withheld, you mav claim him or her if the other four tests are met 

39 
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3.S 



FORM 



a Control number 



b Employer's identification number 



c Employer's name, address and ZIP code 



d Employee's social secunty number 



e Employee's name, address, and ZIP code 



16 Sia:e Employer's state I D No 



OMB No. 1545-0008 



17 State wages ids etc 18 Stalv income tax 19 Locality name 20 Local wages tips etc 21 Local income tax 



1 Wages, tips, other compensation 



3 Social security wages 



5 Medicare wages and tips 



7 Social security tips 



^^dTaTTceEiPpaTment 



2 Federal income tax withheld 



4 Social secunty tax withheld 



6 Medicare tax withheld 



8 Allocated tips 



10 Dependent care benefits 



11 Nonqualified plans 



13 See Instrs. for box 13 



12 Benefits included in box 1 



14 Other 



15 Statutory Deceased Pension Legal Subtotal Deterred 

employee plan rep emp compensation 

□ □ □ □ □ □ □ 



I W-2 Sr« Tax 1995 

Copy B To Be Filed With Employee's FEDERAL Tax Return 



Department of the Treasury— Inlernal Revenue Service 
This information is being furnished to the Internal Revenue Service 



ERIC 
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3.5 



FORM 1099-INT 
(HANDOUT 3.5 CONTINUED) 



□ CORRECTED (if checked) 



PAYER'S name street add'ess Oly stale and 7\P code 


Paye< s RTN' (op'iona'i 


OMB No 1545-011? 

H§94 


Interest Income 


PAYER S Federal identification number RECIPIENT'S idem '.cation number 


1 interest -come not included m box 3 

$ 


Copy B 
For Recipient 

This is important tax 
information and is 
being furnished to the 
Internal Revenue 
Service If you are 
required to file a return, 
a negligence penalty or 
other sanction may be 
imposed on you if this 
income is taxable and 
the IRS determines that 
it has not been 
reported. 


RECIPIENT'S name 

Street address (including apt no ) 
City, state, and ZIP code 


2 EaMy wn^Ca^a penalty 

$ 


3 interest on U S Savings 
Bonds and Treas obligations 


4 Federal income tax withheld 1 

$ ! 




5 Foregn tax pa'd 

$ 


6 Foreign country or U S 
possession 


Acco."M number (optional) 



Fcm 1099-INT {Keep for your records.) Department of the Treasury Internal Revenue Servtce 
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3.6 



CASE STUDIES 



ERIC 



Case Study A 

Jay R. Jones of 1 00 First Street, Metropolis, Idaho, 
83603, is single and works a few hours each month at 
his uncle's shop. He is a full-lime student. Jay had no 
income tax liability last year, but he expects to cam 
between $300 and $400 in wages this year. He has no 
other income, and his parents claim him as a depen- 
dent on their tax return. His social security number is 
999-00-1234. Fill out a correct Form W-4 for Jay. 

Case Study B 

Jane J. Johnson of 24 Straight Street in Bigtown, 
Maine, 04748, is single and expects to earn about 
$1 2,000 this year as a laborer. She earned a little less 
last year, but did pay income tax. No one claims Jane 
as a dependent, and she has no dependents Her social 
security number is 999-00-5678. Fill out a correct 
Form W-4 for Jane. She has only one employer. 

Case Study C 

Using this Form W-2 information, complete Form 
1040EZ for Joe Day. He is single and is claimed as a 
dependent on his parents' return. He wants to con- 
tribute S3 to the Presidential Election Campaign Fund. 

W-2 information: 

Joseph K. Day 

615 Poplar Drive, Goodlown, OH 45201 

SS#987-00-4321 

Super Service Station 

702 Main Street, Goodtown, OH 45201 

Employer ID #: 10-000-1233 

Fed. income tax withheld: $30 

Wages: $2,250 

SS wages: $2,250 

Medicare wages and lips: $2,250 

SS tax withheld: $139.50 

Medicare tax withheld: $32.63 

Case Study D 

Using Ihis W-2 and 1099-1NT information, fill out a 
correct Form 1040EZ for Susan A. Black. She is sin- 
gle and cannot be claimed as a dependent on another 
person's return. She wants $3 to go to the 
Presidential K Section Campaign Fund. 

W-2 information: 

Susan A. Black 

60) Turnboll Street. Robin. MI 48200 
SS# 987-00-2080 
ABC Stores 

2001 Bent Road, Robin, Mi 48200 

Employer's ID #: 10-000- 1 234 

1099-INT information: 

Town Bank. 5 Slate Street, Robin. Mi 4S200 

Interest income: $45 

Payer's 1D#: 10-11 12222 

Fed. income tax withheld: $745 

Wages: $0,672 



SS tax withheld: 
Medicare tax withheld: 
SS wages: 

Medicare wages and lips: 



$599.66 
$140.24 
$9,672 
$9,672 



Case Study EE 

Use the following information lo complete Form 
1040A for Eric H. Richards. Eric is 16 years old, 
single, and has good eyesight. He worked as a clerk 
and earned a total of $3,200 as reported on the Form 
W-2. He can be claimed as a dependent on his parents' 
return. He wants to contribute $3 to ihe Presidential 
Election Campaign Fund. Here is his full name and 
address, his social security number, the amount with- 
held from his pay by his employer, and the amount 
of interest he received on his savings account at 
Bryan National Bank. 

Eric H. Richards 

514 Tenth Street, Bryan, KY 54612 

SS# 059-00-3212 

Amount of federal tax withheld 

and reported on Form W-2: $145 
Interest income reported on Form 

1099- 1 NT: $900 

Case Study F" 

Use this Form W-2 and Form 1099-INT information 
to complete Form 1040A for Lisa M. Sample, who is 
single, is claimed by her parents as a dependent on 
their return, and does not want to contribute to the 
Presidential Election Campaign Fund. 

W-2 information: 

Lisa M. Sample 

215 Rogers Street, Garden, LA 64312 
SS# 

Garden Center 

500 Rose Lane. Garden. LA 6431 2 
Employer's ID #: 
Garden National Bank 
101 Main St.. 
Garden, LA 64312 
Payer's ID#: 

Federal income taxes withheld: 
Wages: 

SS tax withheld: 
Medicare tax withheld: 
Interest income: 
SS wages: 

Medicare wages and tips: 



821-00-1234 



10-5551212 



1234567 
$12 
$1,950 
$120.90 
$28.28 
$817 
$1,950 
$1,950 
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S M O U l_ D YOU FIL 



A "TAX RETURN? 



Not everyone needs to file a lax return. Use the diagrams below to decide whether you need to file or not. Remember, however, that it is neeessar\ to 
tile a return to get a refund of any tax withheld from any pay you earne J jven if your total income does not require tiling a return. 

"1 - Assuming that you are under age 65 and not blind, can you be claimed as a dependent on someone else's return? If the answer is "yes." then... 




Are you married " 



Did you have a gross 
income of over $3,175 



a gross income of more 
than $600 that included 
unearned income. 

or 

your gross income was at 
least $>5 and your spouse 
files a separate return and 
itemizes deductions'? 



did you have net earnings 
from self-employment of 
$400 or more? 



You i\c?e*cl 
not tilo n tax 



returns 



You must 
f i I o n t.TX 



return 




Did you have an earned 
income of over $3,800 

or 

a total income of over $600 
that included $1 or more of 
unearned income*? 

or 

did you have net earnings 
from self -employ ment of 
$400 or more? 



2- Assuming that you are under 65 and nol blind, can you be claimed as a dependent on someone else's return? If the answer is "no." then. 



E 



Are you married? 



Was you r gross Income at 
least $2,450 If you are filing 
separate returns or 
apart, 



at lor st $1 1 ,250 If you are 
filing a Joint return? 

or 

did you have net earnings 
from self-employment of 
$400 or more? 




You n«M»d 
not tilt ' ,i t ■ i x 



You ii i 1 1 «-» I 

1 1 1 « » . » Ii IX 



B 



Was your gross Income 
$6,250 or more, 



were you head of house- 
hold with a gross Income of 
$8,050 or more? 

or 

did you have net earnings 
from self-employment of 
$400 or more? 



^HJC ncome amounts listed are for 1994. They may change each >ear and should be checked. 4 3 



FROM W-4 TO 1040A 



Student Handout 

Revisod 1 i Q«4 



3.» 



WHICH TAX RETURN FORM SHOULD YOU USE? 





HUNG STATUS 


NUMBER OF EXEMPTIONS 


TAXABLE INCOME 


SOURCES OF INCOME 


ADJUSTMENTS. OEDUC- 1 










LIMITED TO 


TIONS. OTHER TAXES 1 












.AND CREDITS | 


1040EZ 


single or married filing 


single — claim only one 


less than $50,000 


wages, salaries, tips, 


no income adjustment 




jointly under age 65 and 


exemption, for yourself: 




taxable scholarship and 


itemized deductions, or 




not blind 






fellowship grants, and not 


other taxes; earned 






married — claiming two 




more than $400 of tax- 


income credit allowed 






exemptions (yourseif and 




aoie inieresi income 








spoMsej no uepenuenis 








1 040A 


single, or married filing 


all eligible exemptions 


less than $50,000 


wages, salaries, tips. 


certain IRA contributions, 




joint or separate returns. 






taxable scholarship and 


advance earned income 




head of household, quali- 






fellowship grants. 


credit payments, child 




fying widow or widower 






interest dividends, pen- 


and dependent care credit 










sions, annuities, IRAs. 


earned income credit 










unemployment compen- 


credit for elderly or 










sation, taxahle social 


disabled, no itemized 










security and railroad 


deductions 










retirement benefits 
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SECTION V. TAX TABLES 



Page 28 

Section 5—1994 Tax Table 

For persons with taxable income 
of less than $50,000 



Example. Mr. Brown is single. His taxable 
income on line 5 of Form 1040EZ is $23,250 
First, he finds the $23,250-23.300 income line. 
Next, he finds the "Single" column and reads 
down the column. The amount shown where 
the income line and filing status column meet -I 
•s $3,644. This is the tax amount he must enter 
on line 9 Of Form 1040EZ. 



At But 
least less 
than 



23,200 23,250 

23,250 23,300 

23,300 23,350 

23,350 23,400 



Single Marned 
Tiling 
jomlly 

Your tax is — 

3.630 3.484 
(3.544) 3.491 
3.658 3.499 
3,672 3,506 



H Form 1040EZ, 
line 5, is— 



And you are 



If Form 1040EZ, 
line 5, is— 



And you are — 



K Form 1040EZ, 
tine 5, is— 



And you are 



If Form 1040EZ, 
line 5, Is — 



And you ar 



At 

least 



But 
less 
than 



Single 



Marned 

Tiling 

jointly 



At 

least 



But 
less 
than 



Single 



Married 

filing 

jointly 



At But 
least less 
than 



Smgle 



Married 

filing 

jointly 



At But 
least less 
than 



Single 



Marned 

filing 

jointly 



Your tax is- 



Your tax Is- 



Your tax is 



Your tax Is 





So 




5-U 


5 


1 5 


2 


2 


15 


25 


3 


3 


ZD 




g 


g 


cr\ 
D\) 


75 


g 


g 


to 


inn 


13 


1 3 


100 


125 


1 7 


1 7 


125 


150 


21 


21 


150 


175 


24 


24 


175 


200 


28 


28 


200 


225 


32 


32 


225 


250 


36 


36 


250 


275 


39 


39 


275 


300 


43 


43 


300 


325 


47 


47 


325 


350 


51 


51 


350 


376 


54 


54 


375 


400 


56 


58 


400 


425 


62 


62 


425 


450 


66 


66 


450 


475 


69 


69 


475 


500 


73 


73 


500 


525 


77 


77 


525 


550 


81 


81 


550 


575 


84 


84 


575 


600 


88 


88 


600 


625 


92 


92 


625 


650 


96 


96 


650 


675 


99 


99 


675 


700 


103 


103 


700 


725 


107 


107 


725 


750 


111 


111 


750 


775 


114 


114 


775 


800 


118 


118 


800 


825 


122 


122 


825 


850 


126 


126 


850 


875 


129 


129 


875 


900 


133 


133 


900 


925 


137 


137 


925 


950 


141 


141 


950 


975 


144 


144 


975 


1,000 


148 


148 


1,000 



1,000 


1,025 


152 


152 


1,025 


1.05C 


156 


156 


1,050 


1,075 


159 


159 


1,075 


1,100 


163 


163 


1,100 


1,125 


167 


167 


1,125 


1,150 


171 


171 


1,150 


1,175 


174 


174 


1,175 


1,200 


178 


178 


1,200 


1,225 


182 


182 


1,225 


1,250 


186 


186 


1,250 


1,275 


189 


189 


1,275 


1,300 


193 


193 


1,300 


1,325 


197 


197 


1,325 


1,350 


201 


201 


1,350 


1,375 


204 


204 


1,375 


1,400 


208 


208 


1,400 


1,425 


212 


212 


1,425 


1,450 


216 


216 


1,450 


1,475 


219 


219 


1,475 


1,500 


223 


223 



1,500 
1,525 
1,550 
1,575 

1,600 
1,625 
1,650 
1,675 

1,700 
1,725 
1,750 
1,775 



1,525 
1,550 
1,575 
1,600 

1,625 
1,650 
1,675 
1,700 

1,725 
1,750 
1,775 
1,800 



1,800 1,825 

1,825 1,850 

1,850 1,875 

1,875 1,900 

1 ,900 1 ,925 

1 ,925 1 ,950 

1,950 1,975 

1,975 2,000 



227 
231 
234 
238 

242 
246 
249 
253 

257 
261 
264 
26ti 

272 
276 
279 
283 

287 
291 
294 
298 



227 
231 
234 
238 

242 
246 
249 
253 

257 
261 
264 
268 

272 
276 
279 
283 

287 
291 
234 
298 



3,000 



6,000 



3,000 
3,050 
3,100 
3,150 

3,200 
3,250 
3,300 
3,350 

3,400 
3,450 
3,500 
3,550 

3,600 
3,650 
3,700 
3,750 

3,800 
3,850 
3,900 
3,950 



3,050 
3,100 
3,150 
3,200 

3,250 
3,300 
3,350 
3,400 

3,450 
3,500 
3,550 
3,600 

3,650 
3,700 
3,750 
3,800 

3,850 
3,900 
3,950 
4,000 



454 
461 
469 
476 

484 
491 
499 
506 

514 
521 
529 
536 

544 
551 
559 
566 

574 
581 

589 
596 



454 
461 
469 
476 

484 
491 
499 
506 
514 
521 
529 
536 

544 
551 
559 
566 

574 
581 
589 
596 



2,000 



4,000 



2,000 


2,025 


302 


302 


2,025 


2,050 


306 


306 


2,050 


2,075 


309 


309 


2,075 


2,100 


313 


313 


2,100 


2,125 


317 


317 


2,125 


2,150 


321 


321 


2,150 


2,175 


324 


324 


2,175 


2,200 


328 


328 


2,200 


2,225 


332 


332 


2,225 


2,250 


336 


336 


2,250 


2,275 


339 


339 


2,275 


2,300 


343 


343 


2,300 


2,325 


347 


347 


2,325 


2,350 


351 


351 


2,350 


2,375 


354 


354 


2,375 


2,400 


358 


358 


2,400 


2,425 


362 


362 


2,425 


2,450 


366 


366 


2,450 


2,475 


369 


369 


2,475 


2,500 


373 


373 


2,500 


2,525 


377 


377 


2,525 


2,550 


381 


381 


2,550 


2,575 


384 


384 


2,575 


2,600 


388 


3G8 


2,600 


2,625 


392 


392 


2,625 


2,650 


396 


396 


2,650 


2,675 


399 


399 


2,675 


2,700 


403 


403 


2,700 


2,725 


407 


407 


2,725 


2,750 


411 


411 


2,750 


2,775 


414 


414 


2,775 


2,600 


418 


418 


2,800 


2.825 


422 


422 


2,825 


2,850 


426 


426 


2,850 


2,875 


429 


429 


2,875 


2,900 


433 


433 


2,900 


2,925 


437 


437 


2,925 


2,950 


441 


441 


2.950 


2,975 


444 


444 


2,975 


3,000 


448 


448 



4,000 
4,050 
4,100 
4,150 

4,200 
4,250 
4,300 
4,350 

4,400 
4,450 
4,500 
4,550 

4,600 
4,650 
4,700 
4,750 

4,800 
4,850 
4,900 
4,950 



4,050 
4,100 
4,150 
4,200 

4,250 
4,300 
4,350 
4,400 

4,450 
4,500 
4,550 
4,600 

4,650 
4,700 
4,750 
4,800 

4,850 
4,900 
4,950 
5,000 



604 
611 
619 
626 

634 
641 
649 
656 

664 
671 
679 
68S 

■ 694 
701 
709 
716 

724 
731 
739 
746 



604 
611 
619 
626 

634 
641 
649 
656 
664 
671 
679 
686 

694 
701 
709 
716 

724 
731 
739 
746 



5,000 



5,000 
5,050 
5,100 
5,150 

5,200 
5,250 
5,300 
5,350 

5,400 
5,450 
5,500 
5,550 

5,600 
5,650 
5,700 
5.750 

5,800 
5,850 
5,900 
5,950 



5,050 
5,100 
5,150 
5,200 

5,250 
5.300 
5,350 
5,400 

5,450 
5.500 
5,550 
5,600 

5,650 
5,700 
5.750 
5,800 

5.850 
5,900 
6,950 
6.000 



754 
761 
769 
776 

784 
791 

799 
806 
614 
8?1 
8? 9 
836 

844 
851 
859 
866 

874 
881 
889 
896 



754 
761 
769 
776 

784 
791 
799 
806 
814 
821 
829 
836 

844 
851 
859 
866 

874 
881 
889 
896 



6.000 
6,050 
6,100 
6,150 

6,200 
6,250 
6,300 
6,350 

6,400 
6,450 
6,500 
6.550 

6,600 
6,650 
6,700 
6.750 

6,800 
6,850 
6,900 
6,950 



6,050 
6,100 
6,150 
8,200 

6,250 
6,300 
6,350 
6,400 

6,450 

6,500 
6,550 
6,600 

6,650 
6,700 
6,750 
6,600 

6,850 
6,900 
6,950 
7,000 



904 
911 
919 
926 

934 
941 
949 
956 
964 
971 
979 
986 
994 
1.001 
1.009 
1.016 
1.024 
1.031 
1.039 
1.046 



7,000 



7,000 
7,050 
7,100 
7,150 

7,200 
7,250 
7,300 
7,350 

7,400 
7,450 
7,500 
7,550 

7,600 
7,650 
7,700 
7,750 

7,800 
7,850 
7,900 
7,950 



7,050 
7,100 
7,150 
7,200 

7,250 
7,300 
7,350 
7,400 

7,450 
7,500 
7,550 
7,600 

7,650 
7,700 
7,750 
7,800 

7,850 
7,900 
7,950 
8,000 



1.054 
1.061 
1.069 
1.076 

1.084 
1.091 
1.099 
1.106 

1.114 
1.121 
1.129 
1.136 

1.144 
1.151 
1.159 
1.166 

1.174 
1.181 
1.189 
1.196 



8,000 



6,000 
8.050 
8,100 
8,150 

8,200 
8,250 
8,300 
8,350 

8,400 
8,450 
8,500 
8,550 

8,600 
8,650 
8,700 
8,750 

8,800 
8.850 
8,900 
8,950 



8,050 
8.100 
8.150 
8.200 

8.250 
8,300 
8,350 
8,400 

8,450 
8,500 
8,550 
8,600 

8,650 
8,700 
8,750 
8,800 

8,850 
8.900 
8,950 
9,000 



1.204 
1.211 
1.219 
1.226 

1.234 
1.241 
1.249 
1.256 

1.254 
1.271 
1.279 
1.286 

1.294 
1.301 
1.309 
1 316 

1.324 
1.331 
1.339 
1.346 



904 
911 
919 
926 

934 
941 
949 
956 
964 
971 
979 
986 

994 
1.001 
1.009 
1.016 

1.024 
1.031 
1.039 
1.046 



1.054 
1.061 
1.069 
1.076 

1.084 
1.091 
1.099 
1.106 

1.114 
1.121 
1.129 
1.136 

1.144 
1.151 
1.159 
1.166 

1.174 
1.181 
1.189 
1.196 



1.204 
1.211 
1.219 
1.226 

1.234 
1.241 
1.249 
1.256 

1.264 
1.271 
1.279 
1.286 
1.294 
1.301 
1.309 
1 316 

1.324 
1.331 
1.339 
1.346 



Continued on ncxl page 
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SECTION 7- TAX TABLES CONTINUED 



1994 1040EZ Tax Table— Continued 



If Form 1040EZ. 
line 5, is— 



And you are— 



If Form 1040EZ, 
line 5, is— 



And you are — 



If Form 1040EZ, 
line 5, Is— 



And you are — 



If Form 1040EZ, 
line 5, is- 



And you are — 



At 

least 



But 
less 
than 



Single 



Marned 
filing 

jO-ntly 



At But 
least less 
than 



Single 



Mamed 

filing 

jointly 



At 

least 



But 
less 
than 



Single 



Mamed 

Tiling 

jointly 



At 

(east 



But 
less 
than 



Smgo 



Mamed 

filing 

K>mtly 



Your tax Is — 



Your tax Is — 



Your tax Is— 



Your tax is 



9,000 



12,000 



15,000 



18,000 



9,000 9,050 

9,050 9,100 

9,100 9,150 

9,150 9,200 

9,200 9,250 

9,250 9,300 



9,300 
9,350 



9.350 
9.4&C 



9,400 9,450 

9,450 9,500 

9,500 9,550 

9,550 9,600 

9,600 9,650 

9,650 9,700 

9,700 9,750 

9,750 9,800 

9,800 9,850 

9,850 9,900 

9,900 9,950 

9,950 10,000 



1.354 
1.361 
1.369 
1.376 

1.384 
1.391 
1.399 
1.406 

1.414 
1.421 
1.429 
1.436 

1.444 
1.451 
1.459 
1.466 

1.474 
1.481 
1.489 
1.496 



1.354 
1.361 
1.369 
1.376 

1.384 
1.391 
1.399 
1.406 

1.414 
1.421 
1.429 
1.436 

1.444 
1.451 
1.459 
1.466 

1.474 
1.481 
1.489 
1.496 



12,000 12,050 

12,050 1 2,100 

12,100 12,150 

12,150 12,200 

12,200 12,250 

12,250 12,300 

12,300 12,350 

12,350 12,400 

12,400 12,450 

12,450 1 2,500 

12,500 12,550 

12,550 12,600 

12,600 12,650 

12,650 12,700 

12,700 12,750 

12,750 12,800 

12,800 12,850 

12,850 12,900 

12,900 12,950 

12,950 13,000 



1.804 
1.811 
1.819 
1.826 

1.834 
1.841 
1.849 
1.856 

1.864 
1.871 
1.879 
1.886 
1.894 
1.901 
1.909 
1.916 

1.924 
1.931 
1.939 
1.946 



1.804 
1.811 
1.819 
1.826 

1.834 
1.841 
1.849 
1.856 

1.864 
1.871 
1.879 
1.886 
1.894 
1.901 
1.909 
1.916 

1.924 
1.931 
1.939 
1.946 



15,000 15,050 

15,050 15,100 

15,100 15,150 

15,150 15,200 

15,200 15,250 

15,250 15,300 

15,300 15,350 

15,350 15,400 



15,400 
15,450 
15,500 
15,550 

15,600 
15,650 
15,700 
15,750 



15,450 
15.500 
15,550 
.15,600 

15,650 
15,700 
15,750 
15,800 

15,800 15,850 

15,850 15,900 

15,900 15,950 

15,950 16,000 



2.254 
2.261 
2.269 
2.276 

2.284 
2.291 
2.299 
2.306 

2.314 
2.321 
2.329 
2.336 

2.344 
2.351 
2.359 
2.366 

2.374 
2.381 
2.389 
2.396 



2.254 
2.261 
2.269 
2,276 

2.284 
2.291 
2.299 
2.306 

2.314 
2.321 
2.329 
2.336 

2.344 
2.351 
2.359 
2.366 

2.374 
2.381 
2.389 
2.396 



18,000 18,050 

18,050 18,100 

18,100 18,150 

18,150 18,200 

18,200 18,250 

18,250 18,300 

18,300 18,350 

18,350 18,400 

18,400 18,450 

18,450 18,500 

18,500 18,550 

18,550 18,600 

18,600 18,650 

18,650 18,700 

18,700 18,750 

18,750 13,600 

18,800 18,850 

18,850 18,900 

18,900 18,950 

18,950 19,000 



2.704 
2.711 
2.719 
2.726 

2.734 
2.741 
2.749 
2.756 

2.764 
2.771 
2.779 
2.786 

2.794 
2.801 
2.809 
2.816 

2.824 
2.831 
2.839 
2.846 



2.704 
2.711 
2.719 
2,726 

2.734 
2.741 
2.749 
2.756 

2.764 
2.771 
2.779 
2.786 

2.794 
2.801 
2.809 
2.816 

2.824 
2.831 
2.839 
2.846 



10,000 



13,000 



16,000 



19,000 



10,000 10,050 

10,050 1 0,100 

10,100 10,150 

10,150 10,200 

10,200 10,250 

10,250 10,300 

10,300 1C,350 

10,350 10,400 

10,400 10,450 

10,450 10,500 

10,500 10,550 

10,550 10,600 

10,600 10,650 

10,650 10,700 

10,700 10,750 

10,750 10,300 

10,800 10,850 

10,850 10,900 

10,900 10,950 

10,950 11,000 



1.504 
1.511 
1.519 
1,526 

1.534 
1.541 
1.549 
1.556 

1.564 
1.571 
1.579 
1.586 

1.594 
1.601 
1.609 
1.616 

1.624 
1.631 
1.639 
1.646 



1 504 
1.511 
1.519 
1.526 

1.534 
1.541 
1.549 
1.556 

1.564 
1.571 
1.579 
1.586 

1.594 
V601 
1.609 
1.616 

1.624 
1.631 
1.639 
1.646 



13,000 
13,050 
13,100 
13,150 

13,200 
13,250 
13,300 
13,350 

13,400 
13.450 
13,500 
13,550 

13,600 
13,650 
13,700 
13,750 

13,800 
13,850 
13,900 
13,950 



13,050 
13,100 
13,150 
13,200 

13,250 
13,300 
13,350 
13,400 

13,450 
13,500 
13,550 
13,600 

13,650 
13,700 
13,750 
13,800 

13,850 
13,900 
13,950 
14,000 



1.954 
1.961 
1.969 
1.976 

1.984 
1.991 
1.999 
2.006 

2014 
2.021 
2,029 
2.036 

2.044 
2.051 
2.059 
2.066 

2.074 2.074 

2,081 2.081 

2.089 2.089 

2.096 2.096 



1.954 
1.961 
1.969 
1.976 

1.984 
1.991 
1.999 
2.006 

2.014 
2.021 
2.029 
2.036 

2.044 
2.051 
2.059 
2.066 



11,000 



14,000 



11,000 11,050 

11,050 11,100 

11,100 11,150 

11,150 11,200 

11,200 11,250 

11,250 11,300 

11,300 11,350 

11,350 11,400 

11,400 11.450 

11,450 11,500 

11,500 11,550 

11,550 11,600 

11,600 11,650 

11,650 11,700 

11,700 11,750 

11,750 11.800 

11.600 11,850 

11,850 11,900 

11,900 11,950 

11,950 12,000 



1.654 
1.661 
1.669 
1.676 

1 .684 
1,691 
1.699 
1.706 

1.714 
1 721 
1.729 
1.736 

1,744 
1,751 
1.759 
1.766 

V77.1 
1.781 
1 789 
1.796 



1.654 
1.661 
1.669 
1,676 

1.684 
1.691 
1.699 
1.706 

1 714 
1.721 
1.729 
1 736 

1 744 
1.751 
1.759 
V766 

1 774 
1 78i 
1 789 
1.796 



14,000 
14,050 
14,100 
14,150 

14,200 
14,250 
14,300 
14,350 

14,400 
14,450 
14,500 
14,550 

14,600 
14,650 
14,700 
14,750 

14,800 
14.850 
14,900 
14,950 



14,050 
14,100 
14,150 
14,200 

14,250 
14,300 
14,350 
14,400 

14,450 
14,500 
14,550 
14.600 

14,650 
14.700 
14,750 
14,600 

14,850 
14,900 
14,950 
15,000 



2.104 
2.111 
2.119 
2.126 

2.134 
2.141 
2.149 
2.156 

2 164 
2.171 
2.179 
2.186 
2.194 
2.201 
2.209 
2.216 

2 224 
2 231 
2 239 
2 246 



2.104 
2 111 
2.119 
2.126 

2.134 
2.141 
2,149 
2.156 

2.164 
2.171 
2.179 
2.186 

2 194 
2.201 
2.209 
2.216 

2 224 
2 231 
2.239 
2.246 



16,000 16,050 

16,050 16,100 

16,100 16,150 

16,150 16,200 

16,200 16,250 

16,250 16,300 

16,300 16,350 

16,350 16,400 

16,400 16,450 

16,450 16,500 

16,500 16,550 

16,550 16,600 

16,600 16,650 

16,650 16,700 

16,700 16,750 

16,750 16,800 

16,800 16,850 

16,850 16,900 

16,900 16,950 

16,950 17,000 



2.404 2.404 

2.411 2.411 

2.419 2.419 

2.426 2.426 

2.434 2.434 

2.441 2.441 

2.449 2.449 

2.456 2.456 



2.464 
2.471 
2.479 
2.486 

2.494 
2,501 
2.509 
2,516 



2.464 
2.471 
2.479 
2.486 
2.494 
2.501 
2.509 
2.516 



2.524 2,524 

2.531 2.531 

2.539 2.539 

2.546 2,546 



19,000 19,050 

19,050 19,100 

19,100 19,150 

19,150 19,200 

19,200 19,250 

19,250 19,300 

19,300 19,350 

19,350 19,400 

19,400 19,450 

19,450 19,500 

19,500 19,550 

19,550 19,600 

19,600 19,650 

19,650 19,700 

19,700 19,750 

19,750 19,800 

19,800 19,850 

19,850 19,900 

19,900 19,950 

19,950 20,000 



2.854 2.854 

2.861 2.861 

2.869 2.869 

2.876 2.876 

2.884 2.884 

2.891 2.891 

2.899 2.899 

2.906 2.906 



2.914 
2.921 
2.929 
2.936 

2.944 
2.951 
2.959 
2.966 



2.914 
2.921 
2.929 
2.936 

2.944 
2.951 
2.959 
2.966 



2.974 2.974 

2.981 2.981 

2.989 2.989 

2.996 2,996 



17,000 



17,000 
17,050 
17,100 
17,150 

17,200 
17,250 
17,300 
17,350 

17,400 
17,450 
17,500 
17,550 

17,600 
17,650 
17,700 
17,750 

17,800 
17,850 
17,900 
17,950 



17,050 
17,100 
17,150 
17,200 

17,250 
17,300 
17,350 
17,400 

17,450 
17,500 
17,550 
17,600 

17,650 
17,700 
17,750 
17,800 

17,850 
17.900 
17,950 
18,000 



2.554 
2.561 
2.569 
2 576 

2.584 
2.591 
2.599 
2.606 

2,614 
2.621 
2.620 
2.636 

2.6»4 
2.651 
2.659 
2.666 

2 674 
2 681 
2 689 
2.696 



2.554 
2.561 
2 569 
2.576 

2 584 
2.591 
2,599 
2.606 

2.614 
2.621 
2.629 
2.636 

2.644 
2.651 
2,659 
2.666 

2 674 
2.681 
2.689 
2.696 



20,000 



20,000 20.050 

20,050 20,100 

20,100 20,150 

20,150 20,200 

20,200 20,250 

20,250 20,300 

20,300 20,350 

20,350 20,400 

20,400 20,450 

20,450 20,500 

20,500 20,550 

20,550 20,600 

20,600 20,650 

20,650 20,700 

20,700 20,750 

20,750 20,800 

20,800 20,850 

20,850 20.900 

20,900 20.950 

20,950 21,000 



3.004 
3.011 
3.019 
3 026 

3.034 
3.041 
3.049 
3.056 

3 064 
3.071 
3.079 
3 086 

3 094 
3.101 
3 109 
3.116 

3.124 
3 131 
3.139 
3.146 



3 004 
3.011 
3.019 
3.026 

3.034 
3,041 
3.049 
3.056 

3.064 
3 071 
3.079 
3.086 

3.094 
3 101 
3.109 
3.116 

3 124 
3 131 
3.139 
3.146 



Continued on next page 
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FROM W-<4 TO 1040A 



Student M£*mcJoLJt 

Revised 1 1 -94 



3. 



FORM S T E R - B Y - S T E F» 



What you'll need: 

• W-2s—one for each job during the year 

• 1099-1 NTs — if you rcceixed interest income 

• Pencil/pen, scratch paper 

• Calculator 

m Blank Form 1040EZ 

Key items: 

Name & address label 

9 If you have no pecl-off mailing label, print 

your name and address carefully. (Otherw ise. 
save the mailing label to appl\ w hen \ou are 
sure your return is complete and correct.) 

• Enter \our social securit\ number. (See bo\ d 
ot \our W-2.) 

• If \ou \\ ant $3 to go into the Presidential 
Election Campaign Fund, check "Yes." 

Report your income 

• Add the amount(s) in box 1 of \our \V-2 
form(s). and put the total on line 1 of the 
1040EZ form. 

9 If \ou received interest income, you must 
include all taxable interest, even if no Form 
1099 is recei\ed (that is. an amount of $400 or 
less), on line 2. (I finer $400. \ou must use 
Form 1040 A or 1040.) 

• Double -check your addition for line 3. 

9 Sec Student Handout 3.4. "The Dependency 
Tests" to find out if you should check the 
**Ycs" or "No** box on line 4. If you check the 
"No" box. on line 4. put 6.250 if you are 
single and 1 1,250 if you are married. 

9 If you check the "Yes" box, look at line 1 . If 
the amount on line 1 is more than $600. put 
the line 1 amount on line 4. too. Do not put 
more than $3,800 on line 4. If the line 1 
amount is less than $600. put $600 on line 4. 

• Double check \our subtuction tor line 5. 



Figure > our tax 

• Add up the amounts in box 2 of your W-2(s). 
and put the total in line 6. (If you think line 7 
"Earned Income Credit" applies to you, see 
the instructions for Form I040EZ). 

• Add lines 6 and 7 and enter the total on line 8. 

• Find your tax by using the appropriate (single, 
or married filing jointly) column of the Tax 
Tables. Look for your taxable income (the 
line 5 amount). Write in the amount of your 
tax on line 9. 

W Double-check that you copied the figures 
from your W-2s and Tax Tables correctly. 

Refund or amount you owe 

4* Look at lines 8 and 9 again. Check whether 
line 8 or 9 is larger. 

9 If line 8 is larger. \ou should complete line 10. 
Subtract line 9 from line 8. and put the result 
on line 10. This is the amount of your refund. 

• II' line 9 is larger, subtract line 8 from line 9. 
and put the result on line 1 1 . This is the 
amount \ou owe. 

Sign your return 

• Double-check \our addition and subtraction. 

• Read the words in bold letters at the bottom of 
the form, then sign and date it and enter your 
occupation. 

• Attach your mailing label; make any 
necessary corrections right on the label. 

« Attach Copy B of each W-2. 

9 If you owe more tax. attach your check or 
money order made payable to ^Internal 
Revenue Ser\icc." Make sure your social 
security number, addiess. daytime phone 
number, and "1994 Form 1040EZ" are on 
\our payment. 

<m Mail \oui return h\ April 15. If April 15 falls 
on a Saturday Sunda\. or holida>. >ou can 
tile your return on the next business das . 
Since April 15. 1995. falls on a Saturday, you 
can tile >our return on April 1 7. 
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FROM XV -4 TO 1040A 



Student Handout 

Revised 1 I -9<4 



FOR IV! 1 040A 



Form Department of the Treasury— Internal Revenue Service 

1040A U.S. Individual Income Tax Return 1994 



IRS Use Onty— Do not write or staple m this space 



Label 

(See page 16.) 



Use the IRS 
label. 

Otherwise, 
please pnnt 
or type. 



Youi first name and initial 



if a jo«nt return, spouse's f "st name ard <nira 



Home add-ess (number and streej). If yo^ nave a P O bo». see Dage 17 



City, town of post office, sjaie. and ZIP code. K >ou nave a 'ce^n atwess. see page 17 



Presidential Election Campaign Fund (See page 17.) 

Do you want $3 to go to this fund? 

If a joint return, does your spouse want $3 to go to this fund? 



Yes 


No 











OMB No 1545-0085 
Your social security number 



Spouse's social security number 



For Privacy Act and 
Paperwork 
Reduction Act 
Notice, see page 4, 

Note: Checking "Yes" will 
not change your tax or 
reduce your refund. 



Check the 
box for 
your filing 
status 

(See page 1 7 ) 

Check only one 
box. 



□ Single 

□ Married filing joint return (even if only one had income) 

□ Married filing separate return. Enter spouse's social security number 
above and full name here. ► 



4 □ Head of household (with qualifying person). (See page 18.) If the qualifying person is a child 

but not your dependent, enter this child's name here. ► 

5 □ Qualifying widow(er) with dependent child (year spouse died ► 19 ). (See page 19.) 



Figure 
your 

exemptions 

(See page 20 ) 



If more than 
seven 

dependents, 
see page 23 



6a Q Yourself. H your parent (or someone else) can claim you as a dependent on his or her tax 

return, do not check box 6a But be sure to check the box on line 18b on page 2. 

b □ Spouse 



C Dependents: 

(1) Name ifcrst. mitia'-. and as* namel 


(2) Check 
rf under 
age 1 


(3) If age 1 or older, 
dependent's social 
security number 


(4) Dependent's 
relationship to 
you 


(5) No 0* moni*S 
»»veo «n you' 
nomc in 193 J 





































































































d If your child didn't live with you but is claimed as your dependent 

under a pre- 1985 agreement, check here ► 

e Total number of exemptions claimed. 



□ 



No. of boxes 
checked on 
6a and 6b 

No. of your 
children on 
6c who: 

• lived with 
you 

• didn't live 
with you due 
to divorce or 
separation 
(see page 23) 



Dependents 
on 6c not 
entered above 

Add numbers 
entered on 
lines above 



□ 



Figure 
your total 
income 



Attach Copy B of 
your Forms W-2 
and 1099-R here. 

H you didn t get a 
W-2 see page 25 

Enclose, but 
do not attach, 
any payment 
wth your returr. 



7 Wages, salaries, tips, etc. This should be shown in box 1 of your W-2 
form(s). Attach Form(s) W-2. 



8a Taxable interest income (see page 26). If over $400, attach 

Schedule 1. 

b Tax-exempt interest. DO NOT include on line 8a. 8b I 
9 Dividends. If over $400, attach Schedule 1. 



8a 



Figure 

your 

adjusted 

gross 

income 



10a Total IRA 

distributions. 10a 


10b Taxable amount 
(see page 27). 


10b 




11a Total pensions 

and annuities. 1 1a 


11b Taxable amount 
(see page 27). 


11b 




12 UnemDlovment compensation (see page 30). 


12 




13a Social security 

benefits. 13a 


13b Taxable amount 
(see page 31). 


13b 




14 Add lines 7 through 13b (far right column). This is your total Income. 


► 14 




15a Your IRA deduction (see page 34). 


15a 




b Spouse's IRA deduction (see page 34). 


15b 







15c 



16 



Subtract line 15c from line 14. This is your adjusted gross income. 
If less than $25,296 and a child lived with you (less than $9,000 if a child 
didn't live with you), see "Earned income credit" on page 43. ► 



16 



Cat No H327A 



1994 Form 1040A page 1 
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FROM W-4 TO I040A 



Student Handout 

Revised 1 1 



3 1i> 



f ORM 1040A CONTINUED 



1994 Form 1040A page 2 



Nsme<s) snown on page 1 



Your social security number 



ER?C 



Figure 

your 

standard 

deduction, 

exemption 

amount, 

and 

taxable 
income 



Figure 
your tax, 
credits, 
and 

payments 

If you want the 
IRS to figure 
your tax. see 
the instructions 
for line 22 on 
page 39 



17 Enter the amount from line 16. 



17 



18a Check 
if: 



□ Spouse was 65 or older □ Blind 



Enter number of 
boxes checked ► 1 8a 



□ 



b If your parent (or someone else) can claim you as a dependent, 

check here ► 18b □ 

c If you are married filing separately and your spouse files Form 

1040 and itemizes deductions, see page 38 and check here./V 1 8c □ 

19 Enter the standard deduction shown below for your filing status. But 
if you checked any box on line 18a or b, go to page 38 to find your 
standard deduction. If you checked box 18c, enter -0-. 

• Single — $3,800 • Married filing jointly or Qualifying widow(er)— $6,350 

• Head of household— $5,600 • Married filing separately— $3,175 1Qj 



20 Subtract line 19 from line 17. If line .19 is more than line 17, enter -0- 



20 



21 Multiply $2,450 by the total number of exemptions claimed on line 6e. 21 



22 Subtract line 21 from line 20. If line 21 is more than line 20, enter -0-. 
This is your taxable income. ► 22 



23 Find the tax on the amount on line 22. Check if from: 

□ Tax Table (pages 61-66) or □ Form 8615 (see page 40). 



23 



24a Credit for child and dependent care expenses. 
Attach Schedule 2. 



24a 



b Credit for the elderly or the disabled. 
Attach Schedule 3. 



24b 



c Add lines 24a and 24b. These are your total credits. 



24c 



25 Subtract line 24c from line 23. If line 24c is more than line 23, enter -0-. 25 

26 Advance earned income credit payments from Form W-2. 26 



27 Add lines 25 and 26. This is your total tax. 



► 27 



28a Total Federal income tax withheld. If any tax 
is from Form(s) 1099, check here. ► □ 



28a 



1994 estimated tax payments and amount 
applied from 1993 return. 



28b 



Earned income credit. If required, attach 
Schedule EIC (see page 43). Nontaxable 
earned income: amount ► | 



28c 





d 


Add lines 28a, 28b, and 28c. These are your total payments. 


► 28d 




Figure 
your 

refund or 
amount 


29 


If line 28d is more than line 27, subtract line 27 from line 28d. 
This is the amount you overpaid. 


29 




30 


Amount of line 29 you want refunded to you. 


30 




31 


Amount of line 29 you want applied to your 
1995 estimated tax. 31 




you owe 


32 


If line 27 is more than line 28d, subtract line 28d from line 27. This is 
the amount you owe. For details on how to pay, including what to 








write on your payment, see page 50. 


32 






33 


Estimated tax penalty (see paqe 51). 33 





Sign your 
return 

Keep a copy of 
this return for 
your records 



Under penalties of penury. I declare that I have examined this reium and accompanying schedules and statements and to the best of my knowledge 
and belief, they a r e true, correct, and accu r ateiy list all amounts and sources of income I received during the tax year Declaration ol preparer (other 
than the taxpayer) ss based on an information of which the preparer nas any knowledge 

Yoti< occupation 



Your signature 



Spouse s signature H |0«nt return. BOTH must Sign 



Paid 

preparer's 
use only 



Preparer s 
signature 



► 



Date 



Date 



Date 



Spouse s occupation 



Check if _ 
self-emptoyed LJ 



Firm s name tor yours 
if seH-employed) and 
address 



Prepa'rr s sooat secunty no 



E I No 



ZIP code 



1994 Form 1040 A page 2 
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F^ROIVI TO 1040A 



Student Handout 

Revised 1 1 -9-4 




SCHEDULE 1 



Schedule 1 

(Form 1040 A) 



Department of the Treasury— internal Revenue Service 

Interest and Dividend Income 
for Form 1040A Filers 



1994 



0MB No. 1545-0085 



Namefs) shown on Form 1040A 



Part I 

Interest 
income 

(See pages 
26 and 67.) 
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Part II 

Dividend 
income 

(See pages 
26 and 68.) 



Your social security number 



Note: If you received a Form 1099-INT, Form 1099-OID. or substitute statement from a 
brokerage firm, enter the firm's name and the total interest shown on that form. 

List name of payer, if any interest is from a seller-financed 

mortgage and the buyer used the property as a personal 

residence, see page 67 and list this interest first. Also, show that 

buyer's social security number and address. Amount 



1 




















































































2 Add the amounts on line 1. 2 






3 Excludable interest on series EE U.S. savings bonds issued after 1989 

from Form 8815. line 14. You MUST attach Form 8815 to Form 1040A. 3 






4 Subtract line 3 from line 2. Enter the result here and on Form 1040A, 

line 8a. 4 I 





Note: If you received a Form 1099-DIV or substitute statement from a brokerage firm, enter the 
firm's name and the total dividends shown on that form. 



5 






































































































6 Add the amounts on line 5. Enter the total here and on Form 1040A. 

lin^ 9. 6 







For Paperwork Reduction Act Notice, see Form 1040A Instructions. 



Cat No 12075R 



1994 Schedule 1 (Form 1040A) page 1 
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3 11 



FORM 1040A ST E F> - B Y - ST E F> 



What you'll need; 

A W-2s — one for each job during the year 
4» 1099-INTs — if you received interest income 
A Pencil/pen. scratch paper 
4fr Calculator 

A Blank Form 1040A and Scnedule 1 
4* Social security numbers tor your spouse and 
dependents 

Key items: 

Name & address label 

9 If you have no peel-off mailing label, print 
your name (and your spouse's name) and 
address carefully. (Otherwise, save the mailing 
label to apply when you are sure your return is 
complete and correct.) 

9 Enter your social security number (and your 
spouse's, when applicable). 

m> If you want S3 of your taxes to go into the 
Presidential Election Campaign Fund, check 
"Yes;** otherwise, check "No.** 



Figure your exemptions 

9 If no one else can claim you as a dependent on 
his or her tax return, take an exemption for 
yourself by checking box 6a. (See Student 
Handout 3.4. 'The Dependency Tests") 

A If you are filing a joint return, your spouse 
usually cannot be claimed as a dependent on 
someone else's return. Take an exemption for 
your spouse by checking box 6b. If \ou are 
filing a separate return, you can take an 
exemption for your spouse only if he or she 
is not tiling a return, had no income, and 
cannot be claimed as a dependent of another 
taxpayer. 

A Take an exemption for each person who 
qualifies as your dependent. (See Student 
Handout 3.4.) Enter their names and other 
information on the lines under "6c Dependents.*' 

A Complete the lines at the right, and add up the 
total number of exemptions. Put the total in 
the large box to the right of line 6e. 



9 
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Check the box for your filing status 

m> If you are single, check box 1 . (You max 

want to check Student Handout 3.8. "Which 
Tax Return Form Should You Use*?** to find 
out whether you can use Form 1 040EZ 
instead.) 

9 If you arc married and w ant to take ad\ antage 
of lower tax rates by filing a joint return, 
check box 2. 

9 If you are married and want to file separately 
from xour spouse, check box 3. Be sure to 
enter your spouse's name and check to make 
sure you ha\e entered the correct social 
security number. 

A If \ou are unmarried or do not li\e with your 
spouse and you have an unmarried child living 
with urn. xou probabU quulifx as head ot 
household. (See the instructions for Form 
1040 A for more information about head of 
household status.) Check box 4 

9 If you arc a u idow or w idoxxer w ilh a 

dependent child, enter the xcat in which xour 
spouse died and read the instruction book lot 
more information. 



Figure your total income 

A Add up the amounts in box 1 of xour W-2<s». 
and put the total on line 7. 

9> If you receiv ed anx interest income, put the 
total on line Xa. 

9 If the amount you entered on line Sa is more 
than S400. put the name of each parts w ho 
paid vou interest and the amount on Pan 1 of 
Schedule 1 . Put your name and social securitx 
number on Schedule 1. and sa\e it to attach to 
xour return. 

A If you received non-taxable interest income 

(for example, from municipal bonds), enter 

the amount on line Kb and cN*'!. the 

instruction book. 
9 See the instructions for Form 1040 A il xou 

think an> of lines 1 ) through 13 applx to >ou 
9 Add up the amounts on lines 7, Sa. *J. I Ob. 

1 lb. 12. and 13b tDo not include lines Kb. 

10a. 1 la. or 13a. I Write the total on line 14 

Double check xour addition 
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FROM W-4 TO 1040A 



Student Handout 

Revised 1 1-©^- 



3. 



FORM 1040A STEP-BY-STEP 
(CONTINUED) 



Figure your adjusted gross income 

A See the instructions for Form 1040 A if you 

think lines 15a and b apply to you. 
A It lines 15a and b do not apply, bring down 

the amount from line 14, and write it on line 16. 

Figure your standard deduction, exemption 

amount, and taxable income 

A Put the line 16 amount on line 17, too. 

9 You will probably not check lines 18a or c. If 
you did not check box 6a, check the box for 
line 1Kb now. 

<■» If you did nol check line 1 8b, look back at 

iines 1 -5. where you checked box 1 , 2, 3, 4, or 
5. If you checked box 1 , put $3,800 on line 
K If you checked box 2 or 5, enter $6,350 on 
line 19. If you checked box 3, enter $3,175. If 
>ou checked box 4, enter $5,600. 

9 If you did check line 1 8b, look at the amount 
you entered on line 7. If il is more than 
$3,800, put $3,800 on line 19. If it is less than 
$3,800 but more than $600, put the line 7 
amount on line 19. too. If the line 7 amount 
is less than $600. put $600 on line 19. 
<m At line 20. subtract your standard deduction, 
line 19. from your adjusted gross income, line 
17. double-check your subtraction, and enter 
the amount on line 20. 
4» Look at line 6e. Multiply the number you put 

there times $2,450. Put the total on line 21. 
9 Subtract the amount entered on line 21 from 
the amount on line 20, Double-check, and 
ei.ter the result on line 22. 

Figure your tax, credits, and payments 
4fr Look at your taxable income (line 22) and 
then find the pair of figures that includes this 
amount of income in the Tax Tables. Find the 
column that applies to you and then find your 
tax. L.nter this amount on line 23 and check 
ihc box "Tax Table." 
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• See the instructions for Form 1040A if \ou 
think line 24a or b, or line 26 applies to you. 
If these lines do not apply, copy the line 23 
amount on line 27. 

A Add up the amounts in box 2 of your W-2 and 
put the total on line 28a. (See the instructions 
for Form 1040A if you think line 28b or c 
applies to you.) 

Add any amount on line 28b or c to line 28a, 
double-check your addition, and enter the 
total on line 28d, 

Figure your refund or the amount you owe 

9 Look at lines 27 and 28d again. Check 
whether line 27 or line 28d is larger. 

9 If line 28d is larger, you should complete lines 
29 and 30. (See the instruction for Form 
1040A if you think line 31 might apply to 
you.) Subtract line 27 from line 28d and put 
the result on line 29, This is the amount you 
overpaid. Enter on line 30 the amount you 
want refunded to you. 

9 If line 27 is larger, you should complete line 
32, Subtract line 28d from line 27. and put the 
result on line 32. This is the amount you owe. 

Sign your return 

9 Carefully read the words above the line for 
your signature, then sign and date your return 
and write in your occupation, 
9 Attach your mailing label: make any correc- 
tions right on thu label. 
9 Attach copy B of ach W-2. 
• Attach any Sche ales you used. 
9 If you owe more tax. attach your check or 
money order. Make sure your social security 
number, daytime phone number, and "1994 
Form 1 040 A" are on your payment check or 
money order. 
9 Mail your return by April 15. If April 15 falls 
on a Saturday, Sunday, or holiday, you can 
file your return on the next business day. 
Sine*. 1 April 15, 1995. falls on a Satin day. you 
can tile your return on April 17. 
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THE TAX M A Z 



Directions: Read question I below. Then enter the maze at "Start I" and find your was to the 
correct answer to the question. From there, go to 2. read question 2, and continue on through the maze until 
>ou have arrived at the answer to that question. Continue on through the maze until you have answered all 
seven questions in order. 



yes 



four 



IT 



n 



thee 



six 



W-2 



1040 



1040EZ 1 



1040 



1099-INT 



~i 



W-4 



Schedule 
1 l 



L 



TZ 



1040EZ 



W-4 



1040A 



J 



W-2 



W-2 



1099-INT 



Schedule 1 



Collect your tax refund 
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"1 . You expect to cam about S.V75 in sour first summer job and about S675 in interest this scar. Arc sou 

exempt from w ithholding 
2- You arc 25. sou have a spouse who doesn't work, two :hildren. and a 1 4-s ear-old brother who 

qualifies as sour dependent. How main allowances can sou claim on sour W-4'.' 

3, You arc \ (\ single, claimed us a dependent on sour parents' tax ictiim. and sou earned S2.457 last 
sear. Which relurn do sou file'' 

4, You completed sour 10401:/ lax return showing that sou should get a refund ol So.V W hat form do 
sou need to attach to it be tore sou mail it in? 

5, You ha\c a sasings account at sour bank. What form will tell sou how much interest sou earned in 
the past seat ' 

6- You and sour spouse file a joint return showing a combined salats income ol S57.000 with no othet 
sources of income, sou liase two children, and sou want to take a credit for child care. Which return 
do sou file? 

~7 . You earned S5.U in interest income last sear. W hat will sou need to attach to sour l-orm 1040A 1 

0 0 
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LESSON SUMMARY 

FROM W-4 TO W-2 



Key terms are in boldface italics. Their definitions should be 
checked in Student Handout 3.1, "Glossary of Key Terms," 

From W--* to W-2 

A All U.S. citizens or residents may have to pay tax on their income. 
4» Federal income tax is collected on a pay-as-you-go basis. 

Employees may have taxes taken out of — withheld from — each 
paycheck that is subject to tax. (See Tax Withholding.) 
9 Employees provide information so the employer can determine 
how much should be withheld when they fill out IRS Form W-4 
and give it to their employer. Employees are expected to fill it out 
accurately and honestly. 
9 To fill out a Form W-4, it is important to understand the meaning 
of dependent in tax law. (See Student Handout 3.4, "The 
Dependency Tests.'*) 
A Some people, for reasons of income and status, are not required to 
have any tax withheld. (Check the definition of exempt from 
withholding. Then work through Student Handout 3.3, "Are You 
Exempt from Withholding" to find out whether you are exempt.) 
9 Taxpayers may claim allowances on Form W-4. The total number 
of allowances listed on a Form W-4 is not the same as exemptions 
that an cmpknee expects to claim on his or her return. 
Exemptions are subtracted f rom adjusted gross income on the 
return before the tax liability is figured. The exemption amount 
for I W is $2,450. It's important to come up with the right num- 
ber of allowances on Form W-4. because an employer withholds 
tax based on wages paid and information the employee provides 
on Form W-4. (See Withholding Allowance). 
A If you arc single and have more than one job and your combined 
earnings from all jobs exceed $30,000 OR if you are married and 
ha\c a working spouse or more than one job, and the combined 
earnings from all jobs exceed $50,000, use the Two-Earncr/Two- 
Job Worksheet to avoid basing too little tax withheld. The work- 
sheet will help you estimate >our extra tax liability so that your 
withholding can cover more of it. 
• Taxpayers may, c\cn if they are married, request withholding at 
the usual rate for single people, which is generally higher than that 
lor married people, in order to cover taxes that might be owed on 
tuber sources ol income, such as interest or dividend payments. 



On the basis of the information employees provide in their W-4 
forms, employers calculate the amount to withhold. By Jan. 31 of 
each year, they give employees copies of IRS Form W-2 that 
shows how much the employee earned in the previous year and 
how much was withheld. Employees should check this form for 
accuracy. They are required to attach a copy to their tax return. 

f=\ **** a Return and Rorm 1 040EZ 

Even if you do not owe any taxes, you must file a return if you have had 
any federal income taxes withheld from your paycheck and you want to 
have them refunded. 

There are other reasons for filing a return. For 1994, you had to file a 
return if you are under age 65. not blind, and 

• are someone's dependent, are not married, and had an earned 
income of over $3,800 

are someone's dependent, are not married, and had an income of 
over $600 that included unearned income 

• are someone's dependent, are married, and had an earned income 
of over $3,1 75 

• are someone's dependent, are married, and had a gross income of 
more than $600 that included unearned income 

• are someone's dependent, are married, had a gross income of al 
least $5.00 and your spouse files a separate return and itemizes 
deductions 

9 had net earnings from self-employment of at least $400. 
You also had to file a return if you 

• arc not someone's dependent, are single, and had a gross income 
of $6, 250 or more 

A arc not someone's dependent, and arc a head of household with a 

gross income of $8,050 or more 
<•> arc not someone's dependent, are married filing separately, and 

had a gross income of at least $2,450 
4» are not someone's dependent, are married filing jointly, and had a 

gross income of at least $ 1 1 ,250. 

Sec Student Handout 3.7, "Should You File a Tax Return /" 
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LESSON SUMMARY (CONTINUED) 

FROM W-4 TO W-2 



Once you have decided thai you need lo tile a return. \ou need to decide 
which form is most appropriate for \ou. Form 10401;/ is the simplest 
and most likely to be used b\ students. You can use this form if you 

9 are single and claim an exemption only for yourself, or are mar- 
ried and tiling a joint return with no dependents 
9 had less than $50,000 in taxable income 

9 had no sources of income other than wages, salaries, tips, taxable 
scholarship and fellowship grants, and not more than $400 of 
interest income 

9 had no income adjustment, itemized deductions, or other taxes 
and the onh credit you claim is earned income credit 

Forms 1040A and 1040 are used b\ people whose tax situations are more 
complex. See Student Handout 3.8. "Which Tax Return Form Should 
You l\cT 



To till out Form 1040FZ. see Student Handout 3.1 1. 'Form 1040FZ 
Step-b\-Step." Your teacher ma\ ha\e software to help \ou. 



1040A and Beyond 

In certain cases, you may need to tile Form 1040A instead of Form 
1040FZ. You will need to use Form 1040A or Form 1 040: 



if >ou claim more than two exemptions (for \ourself and \our 
spouse > 

if you are a qualilx ing w idow (en w ith a dependent child, or a 
head of household 

if \ ou ha\e more than $400 worth of interest income 

if \ ou have sources of income besides those listed for Form 

1040RZ. 



(See Student Handout 3.8. "Which Tax Return Form Should You Use?*') 



Form I040A is somewhat more complex than KU0FZ. You may need to 
use an additional form. Schedule I. to list sources and amounts of your 
interest pavments or dividends, and. depending on your situation, you 
may need to use other w orksheets or schedules as well. 

Complete Form 1040A carefulK. using Student Handout 3. 14. "Form 
1040 A Stcp-by-Stcp" and the instruction book that is available with the 
form. 
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,s r,vn'. ani> i.ocai. ,rivxi:s 



Revised November, 199-4 



To help students understand that state and local governments need revenues 
to provide goods and services for their residents. 



After participating in the suggested activities, students will be able to: 

identify kinds of taxes most commonly collected by state and local 
governments 

give examples of goods and services most commonly provided by 
state and local tax revenues 



Student Handout 4. 1 . "Key Terms and Concepts" 

Student Handout 4.2 "State and Local Revenues and Spending. 1992 
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T b R SV1 S 




Transaction Taxes 

Taxes on economic transactions, such as the sale of goods and service*. 
Such taxes can be based on a set percentage of the sales value (ad val- 
orem — sales taxes) or they can be a set amount on physical quantities ("per 
unit" — gasoline taxes). 

Income Taxes 

Taxes on income, both earned (e.g. salaries, wages, tips, commissions) and 
unearned (e.g. interest, dividends). Income taxes can be levied both on 
individuals (personal income taxes) and on corporations (business and cor- 
porate income taxes). 

Property Taxes 

Taxes on property, especially real estate, and also boats, automobiles (often 
paid along with license fees), recreational vehicles, and business inventories. 



they or their families hav/o piud recently 
List their suggestions on the board. 



Depending on your state and local taxes, students may suggest sales tax on 
purchases; restaurant or hotel tax; gasoline tax; registration or license fees 
for a car or truck; federal, state, or local withholding tax; social security 
withholding tax; tax on a phone bill; hunting or fishing license. 

Point lo o«ch t«x you hnvc listed on the 

which tfixes ore local. stnU:. or federal. 
In 1994, any general sales taxes are state and local. Taxes withheld from 
paychecks always include federal income tax, social security, and Medicare; 
state and local taxes may also be withheld. Gasoline is taxed both by the 
Federal Government and most states. Sales of tobacco and alcohol are 
taxed in most states. Registration and license fees are imposed by states. 

AsR utudonts what tholr local ciovcrmnont 
(city or county) must raise revenues for. 
Education is a major expense of local governments. City streets and county 
roads are locally built and maintained. City police and county sheriffs, jails, 
courts, trash disposal, fire departments, and welfare services are among 
otiier local expenses. 



Opening the I .essun 



Ask students to suggest all tho taxes 




BEST COPY AVAILABLE 
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151 

IP 



Diililll Clpill if f MM ilwdwt 11, Explain rhnt ttmro are three kinds of stato 
KiyTimiliCneiptS'iriSIII , " c « l ,axM: trnnsnctlon taxes, 

IVlftlMl yijtfty to jr^gf ii v - . j.ite laxcs, rind property , t iAOti. r'omt 

to an example of each in trie list on trie 
(T1«S lnn^Nt ■ Ml "Gkttary if K*y »">oard. or give an exam pie If none hns 
TlIBt" lid I SIMiry if till Klil ooeri suggested. 

tmik ftmr) Sales taxes arc the most common kind of transaction taxes. Taxes withheld 

from a paycheck are income taxes. Homeowners pay property tax, usually 
in two or more installments per year, but renters may be contributing to their 
landlord's property tax with each rental payment. 



I j vour smto has a sales tax, students 
if they Know Mow much it is. Otherwise, 
;ikI< \ f nnvone has heen In a state with a 
, . , i ** • » X . t itt' cl how » • w o l - 

Sales taxes are usually imposed on nearly ail retail items, with the exception 
of some food and sometimes medicine. The amount of the tax is always a 
standard percentage of the retail price (ad valorem). Some states also 
charge a tax on services as well — if you have your car repaired, you may 
pay a tax on new parts installed and possibly on the cost of the labor as well. 
Most states have a sales tax rate of between two and ten percent. Sometimes 
counties or cities impose a sales tax as well. Sales taxes, especially those 
that tax goods at each stage of the manufacturing process, are sometimes 
called "value added" taxes. 

Atik whether anyone c;in explain how 
excise taxes worK and give examples. 
Excise taxes are levied by both the federal and state governments. They are 
specific to certain items. Some excise taxes arc "luxury" taxes on large, 
expensive items such as cars or U t(s. Other excise taxes are "sin" taxes on 
items considered unhealthy, such as alcohol and tobacco products. Taxing 
them raises revenue and discourages consumption. Some revenues from the 
excise taxes on gasoline are earmarked for upkeep of highways; the tax is 
thus a sort of "user's tax," levied particularly on those who use the roads. 

students whether your stuto has an 
inc<.)mo tax. 

About two-thirds of the states have some kind of income tax in place. Many 
are proportional or "flat" in that they levy the same tax rate on all taxpayers, 
regardless of income. You will have to provide details of your own state's 
system. 
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Wt-To>tt-T*r or rir>t vour «tnto <or county or 
c.."f// ' * 1 -.< » ;int: t;*x, i-r^p ». an , I cj - 

rir»n (< » ti« it 'hr*ro ur cllff*M'«?r»t of tax- 

mo »»i»rnir>r js. n ftwit Holh i ti rj I v, . r: i j . i ft <5 

Personal income taxes are levied on the earnings and income of individuals. 
Corporate income taxes are levied on the profits and earnings of businesses. 
States may deliberately keep the business tax rate low, or offer special 
exemptions, to attract businesses. 

I » c_ 1 1 iroiti utudcnis whiM • i . «. toout 

■ > i ' • r v r « » x c * * * . t ivy • « ■ • ' ■> vv 

•!inv/ ir ',!ir t ,invl -VOiit p»ot-.»t«v f • '*v- 

-nui -s i i.j 1 1 cl _ 

Property provides the traditional state and local tax base. Property taxes date 
from a time when the country was largely agricultural and land was the 
most significant form of wealth. Local taxing units (counties or townships) 
usually establish a "property tax rate" a percentage of the "assessed value" 
of the property. Tax assessors visit the properties to estimate (assess) their 
value. Usually assessed value is well below market value. Nonprofit and 
public institutions and buildings are not taxed. A city with many churches 
and schools and few businesses and factories may have a small tax base. 
Property taxes provide most of the revenue that cities and counties need to 
fund schools, fire departments, police protection, sanitation, and public wel- 
fare services. Many people feel that the property tax is not fair for today's 
urban society and that property tax funding contributes to great inequities in 
the services offered in different places. 

In addition to land and structures built on land, property taxes may be levied 
on business inventories, livestock, boats, automobiles, or other assets, such 
as stocks and bonds ("intangibles"). 

Ifetrirt Sbfa* rWnt 4Z "SWi mi . i.w*> stuoi-nts study kiio i- »<* i« 

Lml RevmM mi Spending. 1992." fot .> incm.-nt. 

! <:tvp stucii.'i «!•; »tf%«.* t1i<* in?orfi *',i<~»ft In 

I * . * "."/lit*!** it o«'i»i>«* from" \->it: « ) i <t " io 

r't i \ ft< .ouicos of « t i 1 1 o and lot:.»l r -vfnues 

. , . ■ « - - ■ .t * . ■ ■ « * « * - «. r 
perform triis activity «» <* clns«. im which 
c«i>o you would write trioir rosponi-.os on 
f!i<» l»o.»irt, or Iriclivirlf filly with «-;i<:M -.tudont 
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Sta to and Local Revenues Ranked 

(percent of reven*_iO dolior) 
1 „ General and Selective 

Sales Taxes 16.1 

fc . i-'rupei ty i l^>.'t 

3. Federal Government 15.1 

4. Charges 1 t -6 
5„ Individual Income tax 9.70 
&. All other 31 .9 

State and Local Spending Ranked 

(percent of dollar* 

H«W *t StMdMtS If Ok It Ike "Wlien it Education 23.5 

WNrpildrtlil , H«*fc'"NI t '*- — AM other programs 21.5 

Mf emm ntWMMdbai spring. 3. Health and welfare 21. a 

4- . Civilian safety 7-3 



(5. Environment 5.3 
7" . Interest on debt 4-S 
3. Administration 4>.-<* 
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f\nu huiint! the I i>sr« Discussion: Direct and Indirect Taxes 

Rfffe tl tfct Xb4** Mttft mi rtYWW ->OMit >Ut *h..f 'r- lt v,nntir;r> < t x - ^ ;jf" »iivL4- 

tht dmctwiitics if tfct ton priidpal »ii--rt 

typsif stUtniiKaltttBC rttsacim Buyers pay them to sellers who then send the tax revenue to the taxing unit. 
KMt, nd prapwty. 

Incomo ,}t i<.i (>roporty taxes . iro « nore like- 
ly to be direct taxos: 

Individuals and businesses pay them directly to the taxing unit. (Lesson 10, 
'Taxes.. .Can They Be Shifted?" and its accompanying video will discuss 
direct and indirect taxes in more detail.) 

Hiv* tin striuts iitciM whether this •. »• - . ; - :--»?-.. t->c?iog 

CMRtt pnttpON a mtSttlUt. • ndir ^<:t , .uc ;om^limes convi<ier»*d more 

acceptable to taxpayers than income nnd 
Mill Stfl tijit My StufatS Will Win oror^rt*/ t-,>f^^ which thov must nnv 

iiuit in |ivn i copy li Studsat * m- . 

HMtail. It suMMGts *• by tens 



Fix tending the Lesson (homework, research project, or class visitor) 

"I - Assign students in pairs or teams to interview various local officials 
(mayor's office, school superintendent or treasurer, public works official, 
parks department or library manager, etc.) about the way the local tax base 
affects their revenues. Others could interview the local assessor. Students 
could then prepare an oral or written report about what they have learned. 
Invite any of these officials to give a presentation to the class. 

2 , Contact your state income tax bureau and arrange for a representative 
to speak to your class. Have your students prepare questions in advance 
concerning your state's definitions of taxable income, allowances, deduc- 
tions, and exemptions that are available to all taxpayers. 

3 . If there is a lottery in your state, have student teams research the 
amount of revenue it raises and how it is spent. They should try to decide 
whether their evidence suggests that the lottery keeps taxes lower or 
increases services. 




STATE AND I.OCAI. TAXKS 



Student Handout 



KEY TERMS AND C O M C E R T 3 
F> U Ft F=» O S E 

To help students understand that state and local governments need revenues 
lo provide goods and services for their residents. 

OBJECTIVES 

After viewing the video program and participating in the suggested activi- 
ties, students will be able to: 

9 identify kinds of taxes most commonly collected by state and local 
government 

A give examples of goods and services most commonly provided by 
state and local tax revenues 
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■ TYPE OF TAX 




EXAMPLES 


REVENUES SUPPORT 1 


Transaction 


Taxes on economic 


m Retail sales taxes 


• State and local services, 


Taxes 


transactions, such as the sale 


m Excise taxes on vehicles, 


such as education. 




of goods and services. Such 


boats, gasoline, tobacco 


welfare, Medicaid, police, 




taxes can be based on a set 


m "Value added" taxes 


employment services, 




percentage of the sales value 


imposed on goods at 


parks, fish and wildlife 




(ad valorem — sales taxes) or 


each stage of processing 


m Gasoline taxes are often 




they can be a set amount on 


• Restaurant and hotel taxes 


earmarked for state 




physical quantities ("per 




highway construction and 




unit" — gasoline taxes). 




maintenance 


Income 


Taxes on income, both earned 


m. State or local withholding 


• Increasingly supplementing 


Taxes 


(e.g., salaries, wages, tips, 


taxes 


or supplanting sales taxes 




commissions) and unearned 


• Taxes on interest or 


to support state expenses 




(e.g., interest dividends). 


dividend payments 


• beginning to be used on 




Income taxes can be levied 


• Taxes on awards or prizes 


local level as well, largely 




both on individuals (personal 


• Taxes on profits and 


to support education and 




income taxes) and on corpora- 


earnings of businesses 


welfare programs 




tions (business and corporate 








income taxes). 






Property 


Taxes on property, especially 


• Property tax on "assessed 


Traditional source of funding of 


Taxes 


real estate (land and 


valuation" of land, home, 


schools and local services 




buildings), and also boats, 


business, or other 


(police, fire, libraries, parks. 




recreational vehicles, business 


structures, the traditional 


water, and sanitation) 




inventories 


and still most common 








kind of local tax 








• May be assessed on other 








assets, such bs automobiles, 








boats or recreational 








vehicles, business inven- 








tories, or stocks and bonds 








("intangibles") 
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FEDERAL REVENUES AND SPENDING 
THE STATE AND L, O C A I> <> /V R> 

Where it came from: 



General 8 Selective Sales Taxes 
16.6% 



11.6% 



Property Taxes 
15.1% 



Federal Government 
15.1% 




Allother' 
31.9% 



Individual Income Taxes 
9.7% 



'Includes other taxes, excise, misc. revenue, utilities, liquor stores and insurance trust revenues. 



Where it wont: 



Health and Welfare 
21.4% 



Transportation 
6.8% 



All other programs 
21.5% 




Education 
28.5% 



7.3% Environment Interest on Debt 4.4% 
5.3% 4.8% 



< • I :< »>S.\ I* V* 



UNOERSTANOINGT*gi>ce>s 

Revised 1 1 -9-4 



This is a glossary of all tax terms used in this package. 



Ability To Pay 

A criterion of tax fairness whereby people with different amounts of 
wealth or different amounts of income should pay different amounts 
of taxes. Wealth may include assets and property such as houses, 
cars, stocks, bonds, savings accounts, or valuables. Income includes 
wages, rents, interest, profits, or other payments. 

Adjusted Gross Income 

Total income reduced by certain adjustments such as the IRA deduc- 
tion and (he deduction for alimony paid. 

Benefits Received 

A criterion of tax fairness that people should pay taxes in rough pro- 
portion to the benefits they receive from government goods and 
sen ices. 

Business Taxes 

Taxes levied on businesses by federal, state, or local governments. 
These mav include, in addition to corporate income taxes on earnings 
and profits, unemploy ment insurance, workmen's compensation, 
contributions to social security, and medicare insurance. 

Credits 

A direct reduction of the tax owed. Credits may be allowed for pur- 
poses such as child care and the earned income credit for low -income 
taxpayers. 

Dependent 

A person who relies on someone else for support. A dependent gen- 
erally may not be the taxpay er or his or her spouse. A taxpayer may 
claim an exemption for a dependent if the dependency tests are met. 

Direct Tax 

A tax thai cannot be shifted to others. The federal income tax is a 
good example of a direct tax. 

Dividends 

Ordinate dividends are a corporations" s distributions to its shareholders 
from its earnings ami profits. 

Karned Income 

Includes wages, salaries, tips, and net earnings fiom self-employment 
and other income received for persona' services. 

Karned Income C redit 

A refundable credit for low -income workers. This credit mav be paid 
to the worker even if no income tax was withheld from the worker's 
pay. To receive the earned incoin * credit, a taxpayer must file a 
tax return. 

Excise Faxes 

Taxes on the sale or use of specific products or transactions. 
Exempt (from Withholding) 

I "tee from federal income tax withholding requirements by 
meeting certain income, tax Iiabiht). ami dependent) criteria. 

o 
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Kxempt (exempt from Tax Liability.) 

Tax law provides for a set amount which taxpayers can claim for 
themselves, their spouses, and eligible dependents. The total of these 
amounts is subtracted from adjusted gross income before any tax is 
computed on the remaining income. 

File a Return 

To file means to mail or otherwise convey to a regional IRS service 
center the appropriate IRS fonn(s)-the return-on which a taxpayer 
has presented information about income and tax liability. 

Filing Status 

Based on taxpayer's marital status and other factors, the filing status 
determines tax bracket and rate at which income is taxed. 

Form W-4 (Employee's withholding allowance certificate) 

A form that helps an employer determine how much to withhold from 

an employee's paycheck for federal income tax purposes. 

Formal Tax Legislation Process 

The strict constitutional steps (involving Congress and the president) 
that a proposed tax must pass through before it becomes law. 

Gross Income 

Money, goods, and property you received that must be included in 
taxable income. 

Horizontal Equity 

The concept that people in the same income group should pay the 
same amount of taxes. "Equals should be taxed equally." 

Income Taxes 

Taxes on income, both earned (salaries, wages, tips, commissions) 
and unearned (interest, div idends). Income taxes can be lev ied both 
on individuals (personal income tax) and businesses (business and 
corporate income taxes). 

Indirect Tax 

A tax that can be shifted to others. The one who pays the tax to the 
government may be able to shift it to others. Business property taxes 
are examples ol indirect taxes. 

Informal Tax Legislation Process 

Indiv iduals and interest groups expressing and promoting their opin- 
ions about tax legislation. 

Interest Income 

Income received from savings accounts or from lending money to 
someoiK else. 

Pa> roll Taxes 

faxes collected fiom employers and employees to finance specific 
programs; levied :mi earned income such a> wages, salaries, and sell- 
employ ment earnings. 
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Personal Income Tax 

A tax based on the amount of taxable income that people receive 
annually . Taxable income is less than total income because of 
exemptions and deductions. 

Progressive Tax 

A tax that takes a larger percentage of income from high- income 
groups than from low -income groups. 

Property Taxes 

Taxes on property, especially real estate, and also boats, automobiles 
i often paid along with license fees), recreational vehicles, and busi- 
ness inventories. 

Proportional Tax 

A tax that takes the same percentage of income from all income groups. 
Public goods and services 

A public good is one that cannot be withheld from those who don't 
pay for it. and one that may be "consumed" by one person without 
reducing the amount of the product available for others. Examples 
include national defense, street lights, and roads and highways. 
Public services include welfare programs, law enforcement, monitor- 
ing and regulating of trade and the economy, and education. 

Redevelopment or Enterprise Zone 

A government-designated area (usually in a city) that is declared in 
need of restoration and rev i tali /.at ion. To encourage restoration, tax 
reductions may be av ailable, 

Regresshe Tax 

A tax that takes a larger percentage of income from low -income 
groups than high-income groups. 

Sales Taxes 

Taxes on retail products, based mi a set perccntaj. • of retail cost. 
Schedule 

A form on which taxpayers list ("itemize") specific sources of 
income, or specific expenses for which they claim deductions or 
credits. 

Standard Deduction 

An amount, fixed by law and based on filing status and age. which 
taxpayers may deduct from their adjusted gross income before tax is 
determined. 

Tariff Duty (Customs Duty or Import Duty ) 

Taxes on products imported from foreign countries. 

Tax ('ml its 

Amounts that can be deducted trom taxes owed. 
Tax Deductions 

A part ol a person's or a business's total expenditures that can be 
deducted m detei mining taxable income 
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Tax Exemptions 

A part of a person's total income on which no t.ix is imposed 
Tax Liability (or total tax bill) 

The amount of tax that must be paid. Taxpayers meet ioi pa> i then 
federal income tax liability through withholding, estimated tax 
payments, and payments attached to the tax torms the> tile w ith the 
government. 

Tax Shift 

The process that occurs when a tax that has been levied on one 
person or group is in fact paid by others. 

Tax Withholding 

Money that an employer takes from an employee's pa> check and that 
is used to pay part or all of the emplovce's taxes 

Taxable Income 

The income on which tax liability is computed 
Taxes 

Required payments of money to governments that are used to provide 
public goods and services for the benefit of the community as a 
whole. 

Transaction Taxes 

Taxes on economic transactions, such as the sale of goods and sei 
vices. Such taxes can be based on a set percentage of the sales value 
(ad valorem-sales taxes) or they can be a set amount on physical 
quantities ("per unif '-gasoline taxes) 

Vertical Equity 

The concept that people in different income groups should pas 
different amounts of taxes, or different percentages tit the incomes 
as taxes. "L'nequals should be taxed unequal!) 

Voluntary Compliance 

A system of compliance that relies on individual citi/ens to report 
their income free Is and voluntarily, calculate their (ax liability 
correct I), and file a tax return on time. 

Withholding ("Pay-as-you-earn" taxation) 
Money that employers withhold from employees' paychecks 1 his 
money is deposited for the government. (It will be credited against 
the employees' tax liability when they file their returns Lniploycis 
withhold money for federal income taxes, federal social security 
taxes, and state and local income taxes in some stales and localities 

Withholding Allowance 

Claimed by an employee on Form YY 4. An employer uses the mint 
her ol allowances claimed, together with income earned and maiital 
status, to deteiinine how much income tax to withhold horn wage-. 
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Revised Student Handouts: 
Lesson 2 9 Student Handout 2.2 
Lesson 9, Student Handouts 9.1 and 9.2 
Lesson 11, Student Handout 11.2 
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TAXPAYER RIGHTS AND 
RKSPONSIBII^ITI I-CiS 



Student Handout 
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FORM 1040EZ 
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FEDERAL REVENUES AND SPENDING 



Where it came from: 



Personal Income 



Social Security. Medicare, 
and Unemployment and 
Other Retirement Taxes 
31% 



Borrowing to Cover 
Deficit 




Corporate 
Income Taxes 
8% 



, Customs, Estate. 
Miscellaneous Taxes 
7% 



Wri« 



it went: 



6. Law Enforcement 
and Geneial Government 
2% 



t. Social Security. Medicare, 
and Other Retirement 
35% 



5. Social Programs 
17% 



4. Physical. Human, 
and Community Development 




3. Net Interest en the Debt 
14% 



2. National Defense. 
Veterans, and Foreign Affairs 
24% 



1 . Social Security. Medicare, and Other Retirement. $50fl billion. In 1992 outlays lor 
these programs were about 35 percent of total outlays. These programs provide 
income support loi the retired and disabled and medical care for the elderly. 

2. National Defense. Veterans, and f oieign Affaiis: $344 billion. About 20 percent of 
the Federal outlays were to equip, modernize, and pay our armed forces and to fund 
other national defense activities: nearly 3 percont of outlays went for benefits and 
services to veterans of the aimed services: and about 1 percent for international 
activities, including military and economic assistance to foreign countries and the 
maintenance of United States embassies abroad, 

3 Net Interest $199 hillion. About 14 percent of total outlays were for net interest 
payments on ti;c public dehL 

4. Physical. Human and Community Development: $119 billion. About 8 percent of 
federal outlays wcic lor agriculture: natural resources and environmental programs: 



transportation programs: aid for elementary and secondary education and direct 
assistance to college students: job training programs: deposit insurance, commerce 
and housing credit and community development and space, energy, and general 
science programs. 

5. Social Programs: $254 billion. The Federal government spent 1 1 percent of total 
outlays to fund medicaid, food stamps, aid to families with dependent children, 
supplemental security income, and related piogiams: and over 6 percent loi health 
research and public hcalrh programs, unemployment compensation, assisted housing, 
and social services. 

6. Law Enforcement and General Government $28 hillion. About 2 percent of Federal 
outlays were for judicial activities. Federal law enforcement and prisons: and to 
provide for the general costs of the Federal government including the collection of 
taxes and legislative activities. 
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FEDERAL- REVENUES AND SPENDING 
THE STATK A. 1M D I^OC/V I. DOI.I./VR 

Whiere it oame from: 



General 8 Selective Sales Taxes 
16.6% 



Charges 
11.6% 



Prooerty Taxes 
" 15.1% 



Federal Government 
15.1% 




All other* 
31.9% 



Individual Income Taxes 
9.7% 



Includes other taxes, excise, misc. revenue, utilities, liquor stores and insurance trust revenues. 



Whiere it went: 



Health and Welfare 
21.4% 



Transportation 
6.8% 



All other programs 
21.5% 




7.3% Environment Interest on Debt 4.* 
5.3% 4.8% 



Education 
28.5% 
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iivii»/vcrr ok taxes 
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SOURCES OI= REVENUES 
R O F* STATE AMD LOCAL 
GOVERNMENTS 

Options for State Budget Committee 

Increase excise tax on petroleum products (gas and heating oil) 
Increase excise tax on tobacco 

• Increase excise tax on alcoholic beserages 

A Impose an excise tax on non-rec>clable containers and wrappings 

^0 Impose an excise tax on restaurant meals and hotel bills 

Estabish criteria for enterprise or redevelopment /.ones and 
provide special corportate income tax relief for businesses that 
locate in these areas 

9 Increase income tax deductions for contributions to public- 
schools, colleges, and universities, museums, and charities r 

9 Offer income tax credits to businesses for paying for education or 
training of employees 

9 Offer income tax credii to a parent who cares full time for one or 
more o** of his/her preschool children (not the same as the Child 
Care Credii in the federal tax system) 

TRENDS IN STATE AND LOCAL REVENUE SOURCES 

(Figures from Federation of Tax Administrators) 

Percentage of state revenue derived, 1972 and 1992 

1972 1992 

1 . Income taxes 12.3 9.7 

2. Sales Taxes 12 16.6 



STATE AND LOCAL REVENUES FROM VARIOUS SOURCES. 1 992 PERCENTAGES 



General & Selective Sales Taxes 
16.6% 




Property Taxes 
15.1* 



Individual Income Taxes 
9.7* 



"Includes other taxes (excise), rnisc revenues, utilities, liquor stores and insurance trust revenues. 
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3 Welcome to the Understanding Taxes Software Supplement 

3 Required equipment and materials 

3 IBM 

3 Apple 

A Other materials 

A- Setup and installation 

A- Making backups 

A Hard disk installation 

S Starting up 

5 From a floppy disk— Apple 

S From a floppy disk— IBM 

5 ■ From a bard disk ; *: ■ :.v'./> /\V;V. 

6 ; About the progrW;' ... ^>>;\:-/vC^/ 
6 ' TheWsic* ^ ^ ; - ^ - v ^- 
© Escape 

6 Help 

© Status line' " 

© Main menu ^ ■ 

7 Index-e : V^ : i v ^ry-.-. ■■•. > £, '^y 
7 Using your keyboard 

■7 Working with your computer 



S Introduction 

3 Tax Withholding and frorm W-4 

8 What you need to begin 

9 Learning about Form W-4 
-|0 From Form W-4 to Form W-2 

10 What you need to begin 

10 Learning about Form W-2 

11 Filing Your Income Tax Return 
-| 1 What you need to begin 

11 Learning to file your income tax return 

12 Completing Form 1040EZ 
12 What you need to begin 

12 Learning to complete Form 1040EZ 

12 Form 1040EZ for a married couple 

13 Form 1040EZ for a single person 
1-4- Completing your Form 1040EZ 
IS Master) Self-Test 

IS Quit 
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Getting Started 



Welcome to the Understanding 
Taxes Software Supplement 

Your instructor may have already introduced you to Form W-4. Form W-2 
and the 1040 series in Unit I of Understanding Taxes, In Unit 2, you will 
learn more about these forms and how to use them. Using the 
Understanding Taxes Software Supplement will help you learn this material. 
When you have completed all the parts of the program and studied Unit 2. 
you will be able to do these tasks: 

4* read and understand your own Form W-2 
9 make better decisions about how to ftll out a Form W-4 for your 
employer 

decide whether you should use Form 1040, 1040A or 1040EZ when 
urn file \our lax return 
9 complete and file Form I040EZ 

This program is easy to use. and you control it at all times. You can choose 
to study the material b> reading through and doing the activities in any of 
the parts or by studying particular topics that you choose from the index. 
You can also check your progress at any time by taking a self-test. As you 
work with the program, you will read about taxes, answer questions, key- 
information into the computer and Fill out tax forms. The program will help 
vou do all the activities as vou learn more about the Federal lax system. 



Required equipment and 
materials 

To run the IBM® version of the Understanding Taxes Software 
Supplement, you will need 

IBM or compatible personal computer w ith at least 256K of 
memory with 21 1 K available 
4» a floppy disk drive 

• MS-DOS version 2.1 or later 

9 Color Graphics Adapter (CGA) and compatible monitor 

• Understanding Taxes Software Supplement floppy disk 

To run the Apple® \ersion of the Understanding Taxes Software 
Supplement. >ou will need 

• Apple He, lie or Hgs® computer with 64 K of memory 
a floppy disk drive 

4* Understanding Taxes Software Supplement llopp> disk 
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Other materials 

At different places in the program, you will need other materials: 

Form \V-4 
m Form W-2 
« Form 1040EZ 
^3* tax table 

9 pen or pencil and scratch paper 

information about your own tax situation, such as estimates of your 
gross income, tax credits or deductions 

The program and this user's guide list necessary materials at the beginning 
of each part in the program. Before you begin to work with a part, make 
sure you have all the materials. Gathering everything together ahead of time 
will make your work easier and faster. Your instructor or a public iibrary 
can provide copies of the tax forms. 

Setup and installation 

Making backups 

The Understanding Taxes Software Supplement is available for both IBM- 
compatible or Apple He. He or lies computers. Make sure you use the ver- 
sion of the program that matches your computer system. 

No matter what computer system you use, it is a good idea to make a back- 
up copy of your Understanding Taxes Software Supplement disk. Then, 
store the original in a safe place and use the copy. Your instructor may have 
already done this for you. 

Hard disk installation 

If you want to run the program from a floppy disk, go on to the instructions 
titled Starting up on page 5 of this guide. If you want to use the software 
from a hard disk, follow the instructions below for installing the software on 
a hard disk. Your instructor may have already installed the software for you. 

1 - Create a subdirectory on your hard disk that will hold the program 
files for Understanding Taxes Software Supplement. 

2. Insert the Understanding Taxes disk into a disk dn\e and close the 
drive door. 

3- Use a file-copying command or utility to copy all the files trotn the 
floppy disk to your hard disk. 

If you are using an Apple He, lie or lips computer, you may not 
need to copy the operating system file called PRODOS. 

If you are using an Apple lie, lie or Ilgs computer, remove the 
disk and flip it over. Insert the disk back into the disk drive and close 
the drive door. Cop> the from the second side of the flopp> disk 
to your hard disk also. 

5. When you have finished copying all the files, remove the (loppy disk 
and put it away for safekeeping. 
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Starting up 



From a floppy disk 

To start up the Understanding Taxes Software Supplement from a floppy 
disk on an Appl He, lie or Hgs computer, foilow these instructions. 

"I « Insert the Understanding Taxes Software Supplement floppy disk in 
a disk drive and close the drive door. 

2t m Turn on your computer and monitor. 

3 « When you see the title screen, you are ready to begin. 

Krom a Hopp> disk 

To start up the Understanding Taxes Software Supplement from a floppy 
disk on an IBM or compatible personal computer, follow these instructions. 

1 m If your disk operating system (DOS) is on a floppy disk, insert that 
disk in a disk drive and close the drive door. 

2 . Turn on your computer and monitor, 

3 . When the prompt appears on screen, insert the Understanding 
Taxes Software Supplement floppy disk in a disk drive and close 
the drive door. 

-4- Make sure the prompt indicates that you are on the correct floppy 
disk drive. If not, move to the correct floppy disk drive. 

5_ Type TAXES to start the program. When you see the title screen, 
you are ready to begin. 

From a hard disk 

To start up the Understanding Taxes Software Supplement from a hard disk, 
follow these instructions. 

"I . Turn on your computer and monitor. 

2 . Move to the directory or subdirectory that holds the Understanding 
Taxes program flics. 

3 - If you are using an Apple lie, lie or Ilgs computer, run the 
program file ST ART.S YSTEM . If you arc using an IBM or 
compatible computer, start the program by typing TAXES at the 
prompt. 

4. When you see the title screen, you arc ready to begin. 




About tine program 



The basics 

Mosi of the work vou will do in the program begins at the Main menu You 
choose activities from this list. On the Main menu and throughout the pro- 
gram, check the status line at the bottom of your screen to see what vour 
next step should be or to see what else you can do in the program. You can 
always get help by pressing H. or you can change topics quickly by pressing 
1 to see the index. And if you make a mistake, want to change topics or need 
to leave the program quickly, don't worry. You can return to the Main menu 
or quit the program at any time by pressing the Escape key. Here's more 
information about these topics. 



Escape 

Press Esc at any time to change The Escape key is located in the upper left comer of your ke\ board and may 
topics or (|WL 'be labeled "Esc." This key is your "escape hatch" no matter w here you are 

in the program. If \ou make a mistake, want to change topics or need to 
leave the program quickly, >ou can press the Escape key to see the follow- 
ing list of choices. 



You pressed <Escape>, what would you like to do? 

[A] Go back to where I was 

[B] Go to the Main Menu 

[C] Quit the Program 



Use the Up and Down Arrow keys to highlight your choice and then press 
Enter/Return. 

Occasionally, the program will put other messages in a box on the screen. 
These messages may ask you for help with the disk drives, for example. 
You won't see these messages often, and if you press the Escape key while 
one of these boxed messages is on the screen, the program will probably 
quit automatically. All \ou need to do then is restart the program. 

Help 

Press M for help at any time. If you need to know more about what you can do in the program or how to 

do an activity, press H for help at any time. The information in the help box 
will give you more ideas about what your next step should or could be, A 
reminder to press H for help is always located near the lower left corner of 
your screen, in the status line. 

Status line 

Check the status Uoe for the next step. Look first at the status line near the bottom of your screen w henever you 

want to know what to do next. The status line will always be there, no mat- 
ter where you are in the program. The middle sentence of the status line tells 
you what key or keys to press next in order to continue with the current 
activity. 
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Main menu 

The Main menu is your home base. You can enter any of (he primary parts 
of the program from the Main menu, and you can lake a self-test or quit the 
program from this menu also. 



[A] Introduction 

[3] Tax Withholding And Form W-4 

[C] From Form W-4 to Form W-2 

[D] Filing Your Income Tax Return 

[E] Completing Form 1040EZ 

[F] Mastery Self-Test 

[Q] Quit 



Read the Main meiiu screen carefully. There are six topic areas, or parts, in 
the Understanding Taxes Software Supplement. You can work with a part in 



two waw 



To see a short description of a part, simplv press the letter next to it. 
This description tells you what topics are covered in the part and 
describes some of the activities you will do. 

To study the topics and do the activities in a part, use the Up and 
Down Arrow keys to highlight the letter next to the part you want to 
study. Press Enter/Return to begin work in that part. 



Press I to sea index. 




Index 

Another way to work with any of the parts is to use the index, a list of topics 
covered in the Understanding Taxes Software Supplement. 

At the right end of the status line is a reminder that you can press I to see 
the index. 



INDEX 

Please select a topic: 



Allowance 

Deduction 

Form W-2 

Form W-4 

Form 1040EZ 

Gross Income 

Social security nu'nber 

Taxable Income 

Tax Withholding 

Voluntary Compliance 

Go back to where I was 



Use the Up and Down Arrow keys to highlight a topic you want to study 
and then press Rnter/Retum. The program will take you to one of the parts 
that discusses the topic. 
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I'sinft >our keyboard 

You have read above about some of the keys >ou can use in this program: 



Esc 

Rnter/Return 

• H for help 
I for index 

• Up and Down Arrow keys 

You will also use the Left and Right Arrow keys, the Space bar and the 
Backspace/Delete key as you move through the program. Make sure you 
can find all of these keys on the keyboard. 

Working with vour computer 

If \ou have difficulty making the software run the way sou expect it to. 
make sure you can answer yes to each question on this checklist. 

Is your monitor turned on? 

• Are the cables that link your disk drives and monitor to sour computer 
correctly and firmly connected? 

«0> If you are running the program from a floppy disk, is the disk m the 
drive and is the drive door closed? Remove the disk and then put it 
back in the drive. Close the drive door and try again. 

9 If you are running the program from a hard disk, are all program files 
copied correctly from the floppy disk? You may want to recopy the 
files and try again. 

• If you are running the program from a floppy disk on an Apple 
lie, lie or Ilgs computer, is the correct side of the disk available for 
the computer to use? A message on your screen will tell you if sou 
need to flip the disk over 
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The IVliiin Menu /Vetivition 



After you see the Understanding Taxes title screen, you are ready to begin 
working. Read the next two introductory screens carefully, pressing the 
Space bar to move to the next screen. Soon you will reach the Main menu. 
From here, you begin working with all the material in the Understanding 
Taxes Software Supplement. 

As you begin, remember that you cannot go back into the middle of a part 
once you have left it or quit the program. Try to complete a whole part 
belore you stop. 

In this part of the user's guide, you can follow along as you study each part. 
Remember, to study a pan in detail, use the Up and Down Arrow keys to 
highlight the letter next to the part you want to study. Press Enter/Return to 
begin work. 

Introduction 

Read the Introduction to learn more about Understanding Taxes Software 
Supplement and how it Tits in with the other concepts sou arc learning in the 
Understanding Taxes Program. You may find that sou will return to the 
"Introduction" later in the program. It is often helpful to remind yourself of 
what vou have learned so far and what tonics you have not yet studied in 
\our program. 

1 . From the Main menu, use the arrow keys to highlight choice A. 
Introduction. Press Enter/Return to select it. 



[Efl introduction 

[B] Tax Withholding And Form W-4 

[C] From Form W-4 to Form W-2 

[D] Filing Your Income Tax Return 

[E] Completing Form 1040EZ 

[F] Mastery Self-Test 

[Q] Quit 



2- Read all the information in this part carefully. 

3. When you are finished with the material in this part, return to the 
Main menu to study another part or quit the program. 



Tax WithiMoicJiriQI and ff=orm W-4 

Your Federal income lax helps pay for the services and programs the gov- 
ernment provides. To understand how the tax system works, you need to 
know about several important concepts, including gross income, pay-as- 
you-go tax withholding, and voluntary compliance. This part of the soft- 
ware explains these concepts and helps you fill out an important tax with- 
holding form— Form ^-4} 



What \ou need to beqin 

Form W-4 

• pencil and scratch paper 

• \our Social Security number 

estimates of your gross income, tax credits and any deductions 

If you don't have all this information, you can still do all the activities in 
this pan. You can practice with information that you make up. 

Lea mini; about Form \Y-4 

"I - From the Main menu, use the arrow key* to highlight choice B. 'Tax 
Withholding and Form W-4." Press Enter/Return to select it. 



[A] Introduction 

1Q] Tax Withholding And Form W-4 

[C] Prom Form W-4 to Form W-2 

[D] Filing Your Income Tax Return 

[E] Completing Form 1040EZ 

[F] Mastery Self-Test 

[Q] Quit 



2. Read all the information about the tax system and tax withholding 
carefully. Answer each question. 

Remember, you can choose an answer by either typing the letter 
beside the answer or using the arrow keys to move the highlight to 
your answer. Then press Enter/Return. Continue by following the 
instructions at the bottom of your screen until you reach the section 
titled "Completing Form W-4. M 

3- As you begin the section titled "Completing Form W-4." familiarize 
yourself with the three parts of this important form: 

• step-by-step instructions 
Personal Allowances Worksheet 

• Employee's Withholding Allowance Certificate 

Fill in your name, address and Social Security number on«the 
"Employee's Withholding Allowance Certificate" near the bottom of 
the first page. It looks like this. 

Continue to read about the first important question Form W-4 helps 
you answer: Are you exempt from tax withholding? 

Answer each question to find out if you are exempt from lax 
withholding and need to fill out line 7 of your "Employee's 
Withholding Allowance Certificate." 

5 - Whether or not you are exempt from tax withholding, you can 
continue to learn about a second important question: How many 
"allowances" should you claim? 
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As you answer the questions in this section, you will fill in the 
Personal Allowances Worksheet. It looks like this. 



Personal Allowances Worksheet— For 1994. the value of your personal exempvion(s) is reduced if your income is over SXXX.XXX 
($XXX,XXX if married filing jointly. SXXX.XXX if head of household, or $ XX. XXX if married filing separately). Get Pub. 919 for details. 



Enter V for your*** rl no one else can claim you as a dependent A 

[ e You are single and have only one job; or 
Enter "1" if. j e You are mamed. have only one job. and you spouse does not work; or 

I • Your wages from a second job or your spouse's wages (or the total o< both) are $1,000 or les* 
Enter "1" for your spouse. But. you may choose to enter -0- if you are mamed and have either a working spouse or 

more than one job (ttvs may help you avoid having too tittle tax withheld) C 

Enter number of dependents (other than your spouse or yourself) whom you will claim on your tax return D 

Enter "1" if you win file as head of houseooW on your tax return (see conditions under Head of Household above) E 

Enter "1" if you have at least SX.XXX of chtfd or dependent care expenses for which you plan to cla m a credit . . F 

Add kn* A through F fx) tntv (olml tmm. Not* Tha mount may ctftwml from tr* numb* of •awripbooj you Clam on your ntum . ► Q 

• If you plan to itemize or claim adjustments to income and want to reduce your withholding, see the Deductions 
and Adjustments Worksheet on page 2. 

• if you are single and have more than one job and your combined earnings from all jobs exceed SXX.XXX OR if 
you are married and have a working spouse or more than one job, and the combined earnings from all jobs exceed 
JXX.XXX. see the Two- Earner/Two- Job Worksheet on page 2 if you want to avoid having too little tax withheld, 
e If neither of the above situations appfaee. stop here and enter the number from Hne G on hoe 5 of Form W-4 be tow. 



For accuracy, 
do ail 

worksheets 
that apply. 



Answer each question and read the information in this section to 
decide which allowances you should claim and how you should 
fill out line 5 of your "Employee's Withholding Allowance 
Certificate." 

€>. After you have decided which allowances you should claim, you can 
learn about a third important question: Should you have any addi- 
tional money withheld from your pay? 

You may need to use the worksheets on page 2 of Form W-4 to 
decide whether you should have any additional money withheld from 
your pay and how you should flit out line ft of your Employee's 
Withholding Allowance Certificate. 

7- The last section of this part of the software helps you decide how to 
fill out line 3 of your Employee's Withholding Allowance Certificate. 

This line asks about your marital status, and it determines the rate at 
which your tax will be withheld. Read the information in this section 
to decide how you should fill out line 3 and to learn about under- 
withholding and overwithholding. 

S- Take the short qui/ at the end of this part. 

The qui/ will help you remember what you learned by reviewing 
important questions. Remember, you can choose an answer by cither 
typing the letter beside your answer or using the arrow keys to move 
the highlight to your answer. Then press Enter/Return. 

9, When you arc finished with the material in this part, return to the 
Main menu to study another part or quit the program. 
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From Form W-4 to f=oi m W-2 

You till oui Fo:m W-4 so thai your employer knows how much to withhold 
trom sour p;<> for Federal income tax purposes. In January, following each 
\ear during which sou had a job. each of your employers must send you a 
Form W-2. This form tells you exactly how much money that employer 
withheld from sour pay during the previous year. It also tells you exactly 
how much money you earned, and it includes other information. Both Form 
W-4 and Form W-2 are important to you. and this part of the software 
explains why. 

What sou need to becin 

You mas find it helpful to have a Form W-2 to look at. but you can com- 
plete this pan \suhout one. The computer and this user's guide already con- 
tain examples of a Form W-2. 

I rurnmu about I orm ss -2 

"I - From the Main menu, use the arrow keys to highlight choice C. 
" From Form W-4 to Form W-2." Press Enter/Return to select it. 



[A] Introduction 

[B] Tax Withholding And Form W-4 
\&\ From Form W-4 to Form W-2 

[D] Filing Your Income Tax Return 

[E] Completing Form 1040EZ 

[F] Mastery Self-Teat 

[Q] Quit 



2 . Read all the information in this part carefully, and answer each question. 

Remember, sou can choose an answer by either pressing the letter 
beside the answer or using the arrow keys to move the highlight to 
sour answer. Then press Enter/Return. Continue by following the 
instructions at the bottom of your screen. 

3. Soon, sou \wl! need to kes information thai is coneel for sou onto 
a sample Form W-2. 

Key the information carefully. If you make a mistake, use the Left 
and Right Arrow keys and.the Backspace/Delete key to correct it. 
I'se the Tp and Down Arrow keys to move from line to line. When 
you have finished keying the information, move the cursor to the last 
line and press Bnier/Reiurn. 

The computer screen shows you a sample Form W-2 and the most 
important mfoiination you will find on it. Here is what a real Form 
W-2 looks like. 

4. Be sure to read all the information on the screen. When a sample 
Form W-2 is on the screen, there may be information both above the 
form and below it. 

85 



5 . Take the short quiz at the end of this part. 

The quiz will help you remember what you learned by reviewing 
important questions. Remember, you can choose an answer by either 
typing the letter beside your answer or using the arrow kevs to move 
the highlight to your answer. Then press Enter/Return. 

€>- When you are finished with the material in this pan, return to the 
Main menu to study another pan or quit the program. 

Riling Your income *T<ax Return 

Not everyone needs to file a Federal income lax return. If you do. you will 
file one of the three basic iottis: Form 1040EZ. 1040 A or 1040. 

This part of the software will help you decide which tax form to use. 

By analyzing your answers to a series of questions, the program will recom- 
mend the correct form for you. 

W hat >ou need to begin 

You will find this part of the program more useful if you know the follow- 
ing information about your own situation: 

your gross income for 1994 
• how much of that income was "unearned," that is, how much came 
from interest, dividends or other nonwage sources 

But you don't have to use this information to do the activities in this part. 
You can do this part several times with information you make up and 
answer the questions differently each time. With more practice, you will 
make better decisions about which tax form to use. 
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Learning to file your income tax return 

"I - From the Main menu, use the arrow keys to highlight choice D. 
"Filing Your Income Tax Return." Press Enter/Return to select it. 



[A] 
[B] 
[C] 

[eh 

[E] 
IT} 



Introduction 

Tax Withholding And Form W-4 
From Form W-4 to Form W-2 
Filing Your Income Tax Return 
Completing Form 1040EZ 
Mastery Self-Test 



tQ] Quit 



2. If you are using an Apple He, lie or Ilgs computer, you may be 
instructed to remove the disk, turn it over and put it back in the disk 
drive. Make sure you close the drive door and then press Return. 

3 - Read all the information in this part carefully, and answer each question. 

Remember, you can choose an answer by either pressing the letter 
beside the ansv cr or using the arrow keys to move the highlight to 
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your answer. Then press Enicr/Retuni, Continue by following ihe 
instructions at the bottom ot your screen. 



When you have finished learning about one ot the tax forms, choose 
"Learn more about the different tax forms'* when the program asks 
you what you want to do. Or, go back to the Main menu and choose 
this part again. Answer the questions with different information to 
learn more about the tax forms. 

5- When you are finished with the material in this part, return to the 
Main menu to study another part or quit the program. 

Completing Rorm 1 040EZ 

You are ready to complete your tax return when you have decided which tax 
form to use and have gathered together all the information you will need to 
complete it. In this part of the software, you will practice completing the 
form \ou will likely u\e to tile your tax return- Form I040KZ. This pan of 
the software has two sections: 

examples that you can use to practice filling out Form I040HZ 
a section that will help you complete your own Form 1040FZ 

W hat you rued to bejzin 

• Form 1040EZ 
Form W-2 
tax table 

pen or pencil and scratch paper 

If you don't have your real Forni(s) W-2 from your employcr(s). don't 
worry. You can still practice completing the form by making up information 
for your Form W-2. 

Lcarninu to complete Komi 1040KZ 

"1 - From the Main menu, use the arrow keys to highlight choice E. 
^Completing Form 1040EZ." Press Enter/Return to select it. 



[A] Introduction 

[B] Tax Withholding And Form W-4 

[C] From Form W-4 to Form W-2 

[D] Filing Your Income Tax Return 
\^\ Completing Form 1040EZ 

[F] Mastery Self-Te^c 

tQ] Quit 



Read the information in this part carefully. 

You may want to work through the examples in this part of the soft- 
ware before you try to fill out your own H>rm KWOEZ. It y>u choose 
to complete the example for a mamcd couple filing jointly, follow 
the instructions titled "Form I040KZ for a maimed couple" below. 




If you want to complete the example for a single person, follow the 
instructions titled "Form 1040EZ tor a single person" on page 15 of 
this guide. If you want to complete your own Form 1040EZ, follow 
the instructions titled "Completing your Form 1040EZ" on page 16 of 
this guide. 

Form I040KZ for a married couple 

"I . Begin by reading about Daniel Raviv and Patricia Mickiewicz. 

Complete the identification lines on their Form 1040EZand turn to 
the top of page 2 to read the information about filing status. 

Remember to use the Forms W-2 that Daniel and Patricia received 
from their employers. You can switch from form to form by pressing 
the arrow keys. 

2. You will also need to use the Forms W-2 to report Daniel and Patricia's 
total wage income on line I of Form 1040EZ. 

As you complete lines 2-5. the computer will check your math, but 
you should always double-check your work. Type the correct 
amounts at the flashing cursor. You can use the number keys at the 
top of your keyboard or the numeric keypad, if your keyboard has 
one. When you have typed the information correctly, press 
Enter/Return to continue. 

3. When you arc finished reporting Daniel and Patricia's \r ;omc. figure 
their tax on lines 6-9. They are not able to claim the earned income 
credit for 1994 on line 7. Use the tax tabic as instructed on line 9. 

"4. Carefully read about deciding whether Daniel and Patricia owe tax or 
will receive a refund. Complete line 10 or line 1 1. 

£>. When you have completed Form I040EZ for Daniel and Patricia, 

remember that they must sign it, attach payment (if any) and the proper 
copy of each Form W-2 and mail the return by April 15, generally. 

€> Great! You have completed this example. You can repeat the example, 
complete a Form I040F.7. for a single person or complete \our own 
Form 1040EZ. If you want to practice more by completing a Form 
1040EZ for a single person, follow \he instructions below. If you 
want to complete your own Form I040EZ, follow the instructions 
titled "Completing your Form 1040EZ" on page 16 of this guide. 

Form 1040KZ for a single person 

"I - Begin by reading about Joe Day and completing the identification 

lines on his Form 1040EZ. Remember to turn to the top of page 2 for 
information on filing status 

Make sure to use the Form W-2 that he received from his employer. 
You can switch from lorm to form by pressing the arrow keys. 

2 - You will also need to use Joe's Form W-2 to report his income on 
line 1 of his Form I040EZ. 
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As you complete iines 2-5. the computer will check your math, but 
you should always double-check \our work. Type the correct 
amounts at the Hashing cursor. You can use the number keys at the 
top of > our keyboard or the numeric kc\ pad. if your keyboard has 
one. When you ha\e typed the information correctly, press 
Enter/Return to continue. 

3 _ When you are finished reporting Joe's income, figure Joe's tax on 
lines 6-9. Joe cannot claim the earned income credit on line 7. He is 
not over 25 years of age. 

Joe owes no tax this \ear. but everybody's tax return is different. 
When you complete \our own. >ou ma\ need to use the tax table as 
instructed on line 9. 

^X. Carefullv read about finding amount of tax owed and tax refunds. 
Complete line 10 or line II for Joe. 

t5_ When >ou have completed Form I040HZ for Joe. remember that he 
must sign it. attach pa\ mem ( in this case, none > and the proper copy 
of each Form W-2 and mail the return by April 15. generally. 

<3 . Gov>d job! You ha\ e completed a Form 10401-Z for a single person. 
You can repeal this example, complete a Form 1040EZ for a married 
couple or complete > our own Form 1040EZ. If you want to practice 
more by completing a Form I040EZ for a married couple filing 
jointly, follow the instructions titled "Form 1040EZ for a married 
couple" on page 15 of this guide. If you want to complete your own 
Form 1040EZ. follow the instructions below. 

( ompfetinu >our Form 1040KZ 

1 . Once you have practiced by completing Joe Day's or Daniel and 
Patricia's Form 1040EZ. \ou are ready to complete your own 
Form KUOEZ. 

Zt . You need to pro\ ide the sol t ware w uh information from \our 
Form W-2. 

If you don't have a Form W-2. make up information. Type the 
information as the software asks for it. You can move from line to 
line using the Up and Dow n Arrow keys. If you make a mistake, use 
the Lett and Right Arrow keys and the Backspace/Delete key 
to correct it. 

Type amounts for your "Wages, tips, other compensation" and 
Federal income lax withheld m dollars and cents, even if you 
type zero cents. 

For example, if your tax withheld was $892. type 892.CX) when the 
program asks for that information. If your total income was $2,489. 
t\pe 2489 .(H) when the program asks lor that information. 

3 . When all the information is t\ped correctly, move to the last line and 
press Enter/Return. 
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Review the Form W-2 as it appears on screen. You can make 
corrections by pressing C and correcting information as in steps 2 and 
3. When your Form W-2 is correct on screen, press the Space bar to 
continue. 

Turn to page 2 of Form 1040EZ before you begin tilling in lines 1-11 
on page 1 . The top of page 2 gives you information about your filing 
status, which was included on page 1 in earlier years. You will see 
that only single persons and certain married persons can file Form 
1040EZ. 

Complete the identification information and lines I -5 of Form 
1040EZ as instructed on screen. These lines record information about 
your income. 

Type in amounts exactly as they appear on your Form W-2. You can 
see your Form W-2 on screen by pressing an arrow key. The computer 
will check sour math, but always double-check your wi.rk. An\ mis- 
take can delay your refund. 

When you are sure the information you have typed on a line is 
correct, press Enter/Return to continue. 

Complete lines 6-1 1 in the same way by recording Federal tax 
withheld, figuring your tax and recording your refund or amount 
owed. 

Remember to sign your return, attach your payment (if any) and a 
copy of each Form W-2 and mail your return by April 15, generally. 

Congratulations! You have successfully filed your own Form 
I040EZ. Return to the Main menu to work with another part of the 
program, or do any of the examples in this part again for more 
practice. If you want to complete the example for a married couple 
filing jointly, follow the instructions titled "Form 1040EZ for a 
married couple" on page 15 of this guide. If you want to complete the 
example for a single person, follow the instructions titled "Form 
1 040EZ for a single person" on page 1 5 of this guide. 
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Masterv Self-Test 

Like ihe other, shorter quizzes that appear at the end of some pans of this 
piogram. the Mastery Self-Test helps sou learn more about the Federal tax 
sworn. You ean choose to take a self-test at an\ lime. From the Main menu, 
use the arrow keys to highlight choice F. Press Enter/Return to select it. 



[Q] Quit 



You mas want to take a sclf-icsl to identify sshat you need to studs or to 
tes icss material sou fuse alreads studied. The selt-iest questions oner all 
the concepts in the Understanding Taxes Software Supplement and offer 
hints if sou need them. 

This self teM is not an exam. You can repeal questions that sou miss, and 
sou can lake a self-iesi at any lime. The score sou receise at ihe end of a set 
of questions is noi a grade but a guideline you can use 10 help sou siudy. 

You can choose an anssser 10 a self-test question by either pressing ihe letter 
beside your answer or using ihe arrow keys lo highlight sour anssver. Then 
press Entcr/Rciurn. Continue through the self-test bs following the instruc- 
tions at the bottom of your screen. 

Quit 

To quit the program from the Main menu, use the arrosv keys to highlight 
choice Q. Quit. Then press Enter/Return. 



[A] Introduction 

[B] Tax Withholding And Form W-4 

[C] Prom Form W-4 to Form W-2 

[D] Filing Your Income Tax Return 

[E] Completing Form 1040EZ 

[F] Mastery Self-Test 



You can also quit from any other place in the program bs pressing Escape. 
Hien choose Quit the Program from the menu. 

FinalK. retnose the disk trom ihe disk dnse and turn otf the computer. 
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[A] 
[B] 

[C3 
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Introduction 

Tax Withholding And Form W-4 
From Form W-4 to Form W-2 
Filing Your Income Tax Return 
Completing Form 1040EZ 
Mastery Self-Test 



ED 



Quit 
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iRternatiBBit Business Machines 
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narh of Apple Computet, toe 

ApplR Computet, tor. makes no war- 
rants, either express or implied, 
regard** the wdesed computer soft- 
ware package, its mercnantabtntf. or 
**■ fitnfrtt lor a"v mr?T» 'at :i:-mi« 
iM uiCJUSiuO j: -K-iL J 
warranties is r"t permitted by some 
states. The above exclusion may nol 
apply lo you. This warranty provides 
vn with specific legal rights. There 
may be other rights that you may 
nave which rary from state to state. 



BEST COPY AVAILABLE 
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